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Rules and Regulations 


Title 6—AGRICULTURAL 
CREDIT 

Chapter III—Farmers Home Adminis¬ 
tration, Department of Agriculture 
SUBCHAPTER A—GENERAL REGULATIONS 
SUBCHAPTER B—FARM OWNERSHIP LOANS 

[FHA Instruction 422.11 

PART 309—APPRAISAL OF FARMS 
PART 322—APPRAISAL OF FARMS 
Correction 

In pr. Doc. 62-12651 published Jan¬ 
uary 1, 1963 (28 F.R. 5), the introductory 
paragraph should have contained a pro- 
vision preceding the renumbering of 
Parts 331 to 337 providing for the redes¬ 
ignation of Part 322 —Appraisal of 
Farms, to Part 309 —Appraisal of Farms. 
Part 322 of Chapter III of Title 6 of the 
Code of Federal Regulations is hereby 
redesignated as Part 309. 

Dated: February 27, 1963. 

Howard Bertsch, 
Administrator, 

Farmers Home Administration. 

[F.R. Doc. 63-2288; Filed, Mar. 4, 1963; 
8:48 a.m.l 


SUBCHAPTER F—SECURITY SERVICING AND 
LIQUIDATIONS 

[FHA Instructions 471.2, 471.3, Administra¬ 
tion Letter 597 (471) 1 

PART 372—REAL ESTATE SECURITY 

PART 374—ASSIGNMENT OF 
INSURED MORTGAGES 

Subparts G, H, and I of Part 372, Title 
6, Code of Federal Regulations (20 F.R. 
1045, 3523, 7561, 21 F.R. 6055, 22 F.R. 
6673, 7222, 23 F.R. 3369, 7873, 25 F.R. 
2511) are superseded by Subparts A, B, 
and C of Part 374, Title 6, Code of Fed¬ 
eral Regulations, and are revised to read 
as follows: 

Subpart A—General 

Sec. 

374.1 Scope. 

374.2 Definitions. 

374.3 Authorities. 

374.4 General policies. 

374.5 Assignment of insured mortgage by 

private holder to private buyer. 

374.6 Assignment of insured mortgages to 

the Government. 

374.7 Assignment of insured mortgage from 

insurance fund to private buyer. 

374.8 Assignment of insured mortgage held 

by the Farmers Home Administra¬ 
tion as trustee for a State Rural 
Rehabilitation Corporation-under a 
section 2(f) agreement. 

Subpart B—Assigning Insured Mortgages to the 
Government as Trustee 

374.21 General. 

374.22 Authorities. 


Sec. 

374.23 Assigning mortgages to the Govern¬ 

ment as trustee. 

374.24 Assignment of notes. 

374.25 Notification to State Director. 

Subpart C—Placing Mortgages in Trust with the 
Government by Declaration of Trust 

374.31 General. 

374.32 Execution of declarations of trust. 

374.33 Distribution of documents. 

874.34 Assignment of notes. 

Authority: §§ 374.1 to 374.34 issued under 

secs. 308, 309, 339, 75 Stat. 308, 309, 318, sec. 4, 
64 Stat. 100; 7 U.S.C. 1928, 1929, 1989, 40 
USC. 442; Orders of Sec. of Agr., 19 F.R. 74, 
26 F.R. 8403, 27 F.R. 5005, 9957. Additional 
authority is cited in parentheses following 
the section affected. 

Subpart A—General 

§ 374.1 Scope. 

This subpart prescribes the authori¬ 
ties, policies, and procedures for process¬ 
ing the assignment of insured Farm 
Ownership mortgages which run to the 
lender as mortgagee and which are not 
subject to a trust assignment pursuant 
to subpart B of this part 374 or to a 
declaration of trust pursuant to Subpart 
C of this part. It includes the assign¬ 
ment by a private holder to a private 
buyer or to the Government, the assign¬ 
ment by the Government (insurance 
fund) to a private buyer, and the assign¬ 
ment to a private buyer or to the Gov¬ 
ernment of an insured mortgage held by 
the Farmers Home Administration as 
trustee of the assets of a State Rural Re¬ 
habilitation Corporation under section 
2(f) of the Rural Rehabilitation Cor¬ 
poration Trust Liquidation Act (40 
U.S.C. 440(f)). 


§ 374.2 Definitions. 

As used in this subpart the term: 

(a) “Private buyer” is any purchaser 
of an insured mortgage other than the 
Government or the Government as trus¬ 
tee for a State Rural Rehabilitation 
Corporation under a section 2(f) 
agreement. 

(b) “Holder” is the current owner of 
an insured mortgage. “Private holder” 
is any holder other than the Govern¬ 
ment or the Government as trustee for 
a State Rural Rehabilitation Corpora¬ 
tion under a section 2(f) agreement. 

(c) “Value” of an insured mortgage is 
the outstanding unpaid principal plus 
the amount of unpaid accrued interest 
on the note account, plus the unpaid 
amount of advances, if any, made by a 
holder for property insurance premiums, 
taxes, assessments, water charges, and 
other payments in discharge of liens 
which are prior to the mortgage. 

(d) “Insurance fund” is the Agricul¬ 
tural Credit Insurance Fund made avail¬ 
able under section 309 of the Consoli¬ 
dated Farmers Home Administration Act 
of 1961 for the discharge of obligations 
of the Farmers Home Administration 
under its insurance endorsements. 


(e) “Mortgage and related instru¬ 
ments” includes the original mortgage 
(deed of trust or other security instru¬ 
ment) , the promissory note (bond), the 
triple agreement (Form FHA-359), if 
any, the original executed instrument of 
assignment, if a separate instrument was 
used, and any other documents held by 
the assignor relating to the mortgage 
transaction, such as copies of any par¬ 
tial releases from the lien of the mort¬ 
gage, the originals of any previous in¬ 
strument of assignment, and Form FHA- 
38, “Letter of Certification,” if one was 
issu 0 (i 

(f) “Fixed period” is the agreed period 
of years during which a mortgage is not 
assignable to the Government unless the 
borrowed is in default. 

§ 374.3 Authorities. 

Subject to the policies and procedures 
prescribed in this subpart: 

(a) The Director, Finance Office is au¬ 
thorized, on behalf of the Government, 
in connection with the assignment of in¬ 
sured mortgages, to execute required 
documents and to perform other neces¬ 
sary steps, including but not limited to: 

(1) Acknowledging receipt of notice of 
assignment of an insured mortgage. 

(2) Requiring the holder of an insured 
mortgage to assign the mortgage to the 
Government, when requested to do so by 
the State Director. 

(3) Approving the request of a holder 
to have the Government purchase the 
mortgage. 

(4) Accepting the assignment of an 
insured mortgage on behalf of the in¬ 
surance fund, assigning such mortgage, 
endorsing the note for assignment, and 
endorsing the note for reinsurance. 

(5) Authorizing disbursements from 
the insurance fund for mortgages being 
assigned to the Government. 

(6) Executing Form FHA 471-5, 
“Supplemental Purchase Agreement 
(Automatic Renewal) ” and Form FHA 
471-6, “Reinsurance and Repurchase 
Agreement (Automatic Renewal).” 

(7) Assigning an insured mortgage 
held by the United States as trustee of 
the assets of a State Rural Rehabilita¬ 
tion Corporation under a section 2(f) 
agreement. 

(b) The State Director is authorized 
to require assignment of an insured 
mortgage to the Farmers Home Admin¬ 
istration when the borrower is in default 
in connection with voluntary convey¬ 
ance, foreclosure, transfer, or any other 
servicing action relating to liquidation 
of the borrower’s account. If the State 
Director believes assignment is necessary 
for other servicing actions not relating 
to liquidation of the account, such as¬ 
signment may be approved in justified 
cases when the borrower is in default 
upon prior concurrence of the National 
Office. Ordinarily, a case will be sub¬ 
mitted to the National Office only when 
it is determined to be in the best interests 
of the Government. 
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RULES AND REGULATIONS 


§ 374,4 General policies. 

(a) Conditions of assignment. When 
insured mortgages are assigned between 
private holders, notice of such assign¬ 
ment, executed by both the assignor and 
the assignee, must be given to the Farm¬ 
ers Home Administration. The Govern¬ 
ment may require assignment of an 
insured mortgage if the borrower is in 
default. The holder has the privilege 
of assigning a mortgage to the Govern¬ 
ment when a borrower has been in de¬ 
fault for more than 12 months or during 
the one-year period following the ex¬ 
piration of a fixed period. Insured loans 
that have been acquired by the insur¬ 
ance fund may be assigned to private 
buyers provided the borrower is not in 
default. 

(b) Selling price. Whenever an in¬ 
sured mortgage is purchased or sold by 
the Government, whether in its own right 
or as trustee of the assets of a State 
Rural Rehabilitation Corporation, the 
selling price will be the value of the 
mortgage. The selling price of an in¬ 
sured mortgage assigned by one private 
holder to another will be determined 
by the assignor and the assignee and 
may differ from the value of the 
mortgage. 

(c) Method of assignment. Insured 
mortgages will be assigned in accord¬ 
ance with the law of the State in which 
the mortgaged property is located. The 
Office of the General Counsel will advise 
the Director, Finance Office, of the ap¬ 
propriate method or methods of assign¬ 
ment to be used in each State. In States 
in which recordation is necessary (see 
paragraph (e) of this section), the 
mortgage will be assigned by a separate 
instrument of assignment, except that 
recordation may be made by marginal 
entry when a mortgage is assigned be¬ 
tween private parties and the mortgaged 
property is located in Arkansas, Indiana, 
Iowa, Kentucky, Mississippi, Nevada! 
Ohio, or Wyoming. The promissory note 
will be assigned by endorsement “to the 
order of” and delivery to, the assignee. 
Assignment of the mortgage may be af¬ 
fected by endorsement and delivery of 
the note when the mortgaged property 
is located in Colorado, Louisiana, Mis¬ 
souri, Tennessee, Virginia, or Puerto 
Rico. 

(d) Form of assignment. Assignment 
forms will be furnished by the Farmers 
Home Administration to the holder for 
use in states in which recordation is nec¬ 
essary. In assignments between private 
parties, the holder may, at his option, 
use any other appropriate form of assign¬ 
ment which transfers to the assignee all 
rights, interests, and claims of the as¬ 
signor arising out of the mortgage 
transaction. 

(e) Recording of assignments. All as¬ 
signments will be recorded in the land 
records except when the mortgaged 
property is located in Colorado, Louisi¬ 
ana, Missouri, Tennessee, Virginia, or 
Puerto Rico. The assignee is responsible 
for recording the assignment of an in¬ 
sured mortgage and for paying the re¬ 
cording fee. When the Farmers Home 
Administration is the assignee and recor¬ 
dation is necessary as provided herein. 


the County Supervisor will have the as¬ 
signment recorded and pay the fee. 

(f) Responsibilities of the Director , 
Finance Office. The Director, Finance 
Office, will: 

(1) Advise holders regarding the pro¬ 
cedures to be followed for assigning in¬ 
sured mortgages. 

(2) Perform the necessary steps, on 
behalf of the Government, in connection 
with the assignment of insured mort¬ 
gages. 

(3) Notify the National Office of mort¬ 
gages held by the insurance fund that 
are eligible for assignment. 

(4) Notify the National Office 60 days 
prior to the expiration of the fixed period 
of each loan. 

(5) Notify holders whenever a bor¬ 
rower is in default on the installments 
on his note, whenever other defaults oc¬ 
cur of which the Director, Finance Of¬ 
fice, receives notice from the State 
Director, and whenever any of such 
defaults are corrected. 

(6) Advise the holder of the options 
available to him at the expiration of the 
fixed period. Any holder may, at his 
option, (i) within a period of one year 
beginning after the expiration of the 
period specified in the triple agreement 
or in the insurance endorsement, as the 
case may be, have the mortgage loan pur¬ 
chased by the Government, and if such 
option is exercised, the Government will 
pay the holder by United States Treas¬ 
ury check an amount equal to the value 
of the mortgage; (ii) accept any new 
agreement which may be offered by the 
Government to purchase the loan; or 
(iii) retain the loan until it is paid in full, 
refinanced or assigned to another lender! 

(g) Responsibilities of the National 
O ffice. The National Office is responsible 
for negotiating with private buyers for 
the assignment of mortgages acquired by 
the insurance fund or for the account of 
a State Rural Rehabilitation Corpora¬ 
tion under a section 2(f) agreement. 

§ 374.5 Assignment of Insured mort¬ 
gage by private holder to private 
buyer. 

(a) Upon receipt of notice from a 
holder of intention to assign an insured 
mortgage, the Director, Finance Office, 
will send any accumulated payments on 
the loan to the holder and furnish the 
holder with appropriate information on 
how to complete the assignment. The 
Director, Finance Office, also will send 
the holder a copy of Form FHA-756 or 
FHA 471-7, “Notice and Acknowledge¬ 
ment of Sale,” a statement of account 
and assignment forms, if needed. 

(b) If the Director, Finance Office, 
receives information that an insured 
mortgage has already been assigned, he 
will inform the holder of any additional 
steps that are needed to complete the 
assignment and request the holder to 
furnish a completed Form FHA-756 or 
FHA 471-7. 

(c) Upon receipt of a properly com¬ 
pleted Form FHA-756 or FHA 471-7 and 
a conformed copy of the instrument of 
assignment, if a separate instrument of 
assignment was used, the Director, Fi¬ 
nance Office, will prepare, execute/and 
date the acknowledgment section of 


Form FHA-756 or FHA 471-7. He will 
send a facsimile of the completed Form 
FHA-756 or FHA 471-7 to the assignee, 
the assignor, and the County Supervisor! 
and retain the original. Upon execu¬ 
tion of the acknowledgement of notice of 
sale on Form FHA-756 or FHA 471-7, the 
assignment shall be binding upon the 
Government from the date of the assign¬ 
ment, provided a valid assignment of the 
note and mortgage has been effected, and 
provided further that, except when the 
mortgaged property is located in Colo¬ 
rado, Louisiana, Missouri, Puerto Rico, 
Tennessee, or Virginia, the assignment 
has been properly recorded in the land 
records. The Government assumes no 
liability for any payment transmitted to 
the assignor prior to the date of the 
acknowledgment of notice of sale on 
Form FHA-756 or FHA 471-7. 

(d) The Finance Office will transmit 
payments to the assignee after the date 
of the acknowledgement on Form FHA- 
756 or FHA 471-7 and will notify the 
assignor and assignee of any payments 
processed to the assignor subsequent to 
the date of the assignment or the state¬ 
ment of account, whichever is earlier, 
and prior to the date of acknowledgment. 
The Farmers Home Administration will 
assume no liability for failure to give 
such notice and for adjustment of these 
payments between the assignor and the 
assignee. 

§ 374.6 Assignment of insured mort¬ 
gages to the Government. 

(a) Assignment at the request of the 
holder. The following actions will be 
taken whenever the holder of an insured 
mortgage requests that the Government 
accept assignment of the mortgage after 
the borrower has been in default for more 
than a year or during the 12-month 
period following the expiration of a fixed 
period. 

(1) The Director, Finance Office, will 
inform the holder regarding the proce¬ 
dures to be followed to effect the assign¬ 
ment. He also will send him copies of 
the assignment form, unless the assign¬ 
ment can be effected merely by endorse¬ 
ment and delivery of the note. 

(2) Upon receipt of the mortgage and 
related instruments, and the executed 
instrument of assignment, if any, the 
Director, Finance Office, will acknowl¬ 
edge receipt of the mortgage and related 
instruments, process payment to the as¬ 
signor for an amount equal to the value 
of the mortgage as of the date of the 
Treasury check and send to the County 
Office a copy of Form FHA 451-5, “Noti¬ 
fication of Insured Loan Payment,” for 
the payment to the assignor, together 
with the original mortgage and related 
documents. If a separate instrument of 
assignment was used, it will be sent to 
the County Office for recording with a 
request that it be returned to the Finance 
Office when recorded. 

(b) Assignment at request of the 
Farmers Home Administration. The 
County Supervisor will request the Fi¬ 
nance Office to require the holder to as¬ 
sign the insured mortgage to the Govern¬ 
ment when approval of such assignment 
is received from the State Office. The 
procedures for assigning such an insured 
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mortgage will be the same as those pre¬ 
scribed in paragraph (a) of this section, 
except that the Director, Finance Office, 
will inform the holder that it is neces¬ 
sary for the Government to require as¬ 
signment of the Mortgage in order to 
service the account properly. 

(R.S., 3648, as amended; 31 U.S.C. 529) 

§ 374.7 Assignment of insured mort¬ 
gage from insurance fund to private 
buyer. 

Upon completion by the National Office 
of the negotiations for assignment to a 
private buyer of insured mortgages held 
by the insurance fund, the National 
Office will advise the Director, Finance 
Office, of the terms, conditions, and ef¬ 
fective date of the assignment. The 
Director, Finance Office, will send to the 
buyer a list of the mortgages showing 
each borrower’s name and case number 
and the value of each mortgage as of the 
effective date of the assignment. 

(a) If payment will be made in ad¬ 
vance of delivery of the executed security 
documents, the Director, Finance Office, 
will request the buyer to forward a check 
or draft before the effective date of as¬ 
signment, drawn to the order of the 
Farmers Home Administration in the 
amount of the total value of all the mort¬ 
gages. If the buyer is an individual, 
payment by certified check or cashier’s 
check will be required. Upon receipt of 
payment, the Director, Finance Office 
will: 

(1) Prepare and execute an instru¬ 
ment of assignment for each mortgage, 
if one is required. 

(2) Endorse each note for assignment. 

(3) Execute a Form FHA 471-6 except 

when the original fixed period has not 
expired, or when a Repurchase Agree¬ 
ment has not been offered to the buyer. 
When Form FHA 471-6 is not executed, 
a reinsurance provision will be added to 
the endorsement of the note as follows: 
“The debt evidence by this note is hereby 
reinsured as of__ 19__.” 

(4) Send the mortgage and related in¬ 
struments including Form FHA 471-6, if 
one was executed, to the purchaser by 
registered mail, return receipt requested. 

(b) If the sight draft method is used, 
the Director, Finance Office, will attach 
a sight draft to the executed security 
documents and send them to the bank 
designated by the buyer by registered 
mail, return receipt requested. The 
buyer will pay the bank’s charge for 
handling the transaction. # The remit¬ 
tance must be dated on or before the 
effective date of assignment. 

(c) The Director, Finance Office, will 
request the assignee to have the assign¬ 
ment recorded in States where recorda¬ 
tion is necessary. He will send a con¬ 
formed copy of the assignment form to 
the County Supervisor for filing in the 
borrower’s County Office case folder. In 
States where a separate instrument of 
assignment is not used, the Director, 
Finance Office, will advise the County 
Supervisor of the assignment by letter. 

(d) If any payment has been processed 
to the borrower’s note account subse- 
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quent to the date on which the value of 
the mortgage was computed and prior to 
the effective date of the assignment, the 
Finance Office will process a check to 
the assignee for the amount of the pay¬ 
ment. 

§ 374.8 Assignment of insured mortgage 
held by the Farmers Home Adminis¬ 
tration as trustee for a State Rural 
Rehabilitation Corporation under a 
section 2(f) agreement. 

(a) Assignment to a private buyer. 
The steps involved in assigning a mort¬ 
gage from the United States as trustee 
for a State Rural Rehabilitation Cor¬ 
poration to a private buyer are generally 
the same as those prescribed in § 374.7 
for the assignment of mortgages from 
the insurance fund, except that Form 
FHA 471-6 will not be executed and a 
reinsurance provision will not be in¬ 
cluded in the endorsement of the note. 

(1) The Director, Finance Office, will 
request the State Director to forward to 
the Finance Office, return receipt re¬ 
quested, the mortgages and related in¬ 
struments to be assigned. 

(2) The Director, Finance Office, will 
request the buyer to make the check or 
draft payable to the “Farmers Home 
Administration, Trustee of the (insert 
name of the State Rural Rehabilitation 
Corporation).” 

(3) Upon receipt of payment from the 
buyer, the Director, Finance Office, will: 

(i) Execute an assignment form for 
each mortgage, unless the assignment is 
accomplished merely by endorsement 
and delivery of the note. 

(ii) Endorse each promissory note on 
behalf of the United States as trustee of 
the (use name of the State Rural Reha¬ 
bilitation Corporation). When a sepa¬ 
rate instrument of assignment is not 
used, the effective date of the assignment 
will be added to the endorsement. 

(iii) Send the mortgage and related 
instruments to the buyer, return receipt 
requested, with a letter of transmittal 
listing each mortgage separately and 
acknowledging the assignment thereof. 

(4) If the sight draft method is used, 
the Director, Finance Office, will attach 
a sight draft to the executed assignment 
form, if any, the mortgage, and related 
instruments and forward these docu¬ 
ments to the bank designated by the 
buyer. 

(b) Assignment to the insurance fund. 
When the State Director approves such 
assignment, he will: 

(1) Execute any necessary assignment 
instruments in accordance with the ad¬ 
vice of the Director, Finance Office, and 
endorse the note in the manner specified 
in paragraph (a) of this section. 

(2) Notify the Director, Finance Of¬ 
fice, that he has taken the necessary ac¬ 
tion to assign the loan to the insurance 
fund. 

(3) Request the Director, Finance Of¬ 
fice, to process payment to the revolving 
fund of the State Rural Rehabilitation 
Corporation for the value of the mort¬ 
gage as of the effective date of assign¬ 
ment. 
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Subpart B—Assigning Insured Mort¬ 
gages to the Government as Trustee 

§ 374.21 General. 

This subpart prescribes the authori¬ 
ties, policies, and procedure for assign¬ 
ing to the Government, as trustee, those 
insured Farm Ownership mortgages 
which run to the lender as mortgagee. 
The mortgage will be held in trust for 
the benefit of the holder of the note. 
When such an assignment has been com¬ 
pleted, the Government will take all 
actions usually performed by mortgagees, 
including the execution of partial re¬ 
leases, subordinations, and satisfactions. 
Holders of the notes may then sell them 
separately by endorsement and delivery 
without further assignment of the mort¬ 
gages. Notice of such sales, neverthe¬ 
less, must be given to the Government. 

(a) Assignments of insured Farm 
Ownership mortgages to the Govern¬ 
ment in trust may be executed by holders 
of such mortgages when they sell the 
notes to buyers who have agreed to such 
assignment, except when the mortgaged 
property is located in Colorado, Louisi¬ 
ana, Missouri or Puerto Rico. 

(b) Assignments of insured Farm 
Ownership mortgages to the Government 
in trust also may be executed by holders 
who retain the notes, except when the 
mortgaged property is located in Alaska, 
Colorado, Louisiana, Missouri, Nevada, 
Puerto Rico, or South Carolina. 

(c) Assignments of insured Farm 
Ownership mortgages to the Government 
in trust may be executed by holders 
preparatory to selling the notes to the 
Government for the insurance fund, ex¬ 
cept when the mortgaged property is 
located in Alaska, Colorado, Louisiana, 
Missouri, Nevada, Puerto Rico, or South 
Carolina. 

§ 374.22 Authorities. 

Subject to the policies and procedures 
prescribed in this subpart, the Director, 
Finance Office, is authorized on behalf 
of the Government, in connection with 
insured Farm Ownership mortgages as¬ 
signed or to be assigned to the Govern¬ 
ment under a trust assignment, to 
execute required documents and perform 
other necessary acts, including but not 
limited to: 

(a) Informing holders and prospective 
holders of insured Farm Ownership 
mortgages of the advantage of, and 
procedure for, making assignments of 
mortgages in trust, and of the options 
available to the holder at the expiration 
of the fixed period as provided in § 374.4 
(f)(6). 

(b) Furnishing approved forms of 
trust assignment. 

(c) Acknowledging notices of sale of 
Farm Ownership notes. 

(d) Executing Form FHA 471-6, “Re¬ 
insurance and Repurchase Agreement 
(Automatic Renewal),” and Form FHA 
471-5, “Supplemental Purchase Agree¬ 
ment (Automatic Renewal).” 

§ 374.23 Assigning mortgages to the 
Government as trustee. 

(a) The Director, Finance Office, will 
advise any holder or buyer of an insured 
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Farm Ownership mortgage who is inter¬ 
ested in a trust assignment of the pro¬ 
cedures to be followed. 

(b) When the Government holds sal¬ 
able notes and mortgages, either for the 
insurance fund, or as Trustee of a State 
Rural Rehabilitation Corporation under 
a section 2(f) agreement, the mortgages 
may be assigned to the Government in 
trust in connection with the sale of the 
notes. 

(c) The assignment of mortgages to 
the Government in trust shall be accom¬ 
plished by the holder executing an ap¬ 
proved form of trust assignment covering 
each mortgage. The Director, Finance 
Office, will provide the holder with the 
required number of forms and with in¬ 
structions for completing and executing 
them. The holder, after executing a 
form for each loan, will return it to the 
Finance Office, along with the original 
recorded mortgage and related docu¬ 
ments, such as previous assignments, 
partial releases, subordination agree¬ 
ments, and water stocks. Any Forms 
FHA-359, “Borrower-I n s u r e r-Lender 
Triple Agreement,” FHA-38, ‘‘Letter of 
Certification,” and FHA 471-5 will not 
be sent to the Finance Office, but will 
be transferred or retained with the note. 

(d) Upon receipt of the executed form 
of trust assignment, the Director, Fi¬ 
nance Office, will forward it and any 
prior assignments which have not been 
recorded, to the appropriate County 
Supervisor for recording where the orig¬ 
inal mortgage was recorded. The re¬ 
cordation fee will be paid by the Govern¬ 
ment. The original mortgage and 
related documents will be kept in the 
County Office, except for water stock 
which will be kept in the State Office. 
The State Director will take such action 
as may be necessary to transfer the water 
stock on the books of the company, have 
the certificates endorsed or new certi¬ 
ficates issued, or obtain a new pledge 
agreement, when required, as the case 
may be. The original recorded trust 
assignment will be forwarded to the 
holder of the note. 

§ 374.24 Assignment of notes. 

(a) Between private parties. After 
a trust assignment has been effected, the 
note may be bought and sold by private 
holders independently of the mortgage, 
without disturbing the trust. The 
assignment will be processed in accord¬ 
ance with § 373.5 of this chapter. The 
original trust assignment and any Forms 
FHA-359, FHA-38, or FHA 471-5 will be 
delivered to the buyer with the note. 

(b) To the Government. (1) When 
the noteholder requests that the Gov¬ 
ernment accept assignment of the note 
during the 12-month period following 
the expiration of a fixed period, the 
assignment will be handled in accordance 
with § 373.6 of this chapter. The origi¬ 
nal trust assignment and any Forms 
FHA-359, FHA-38, or FHA 471-5 will 
be delivered to the Government with the 
note. 

(2) Assignment of the note to the 
Government at the request of the Farm¬ 


ers Home Administration will be handled 
in accordance with § 374.3(b). When 
the State Director approves such assign¬ 
ment he will request the Director, 
Finance Office, to require the holder to 
endorse the note to the Government and 
to deliver the endorsed note, the original 
trust assignment, and any Forms FHA- 
359, FHA-38, or FHA 471-5 to the Gov¬ 
ernment; to pay the holder in full from 
the insurance fund; and in case of fore¬ 
closure, assign the mortgage to the Gov¬ 
ernment for the account of the insurance 
fund by executing an assignment from 
the Government as trustee on an ap¬ 
proved form. 

(c) From the insurance fund to a 
private buyer. Upon completion of ne¬ 
gotiations for assignment to a private 
buyer of an insured note held by the 
insurance fund, when the mortgage is 
subject to a trust assignment, the assign¬ 
ment will be handled in accordance 
with § 373.7 of this chapter. The orig¬ 
inal trust assignment and any Forms 
FHA-359, FHA-38, or FHA 471-6 will 
be delivered to the buyer with the note. 
The buyer will be informed in the trans¬ 
mittal letter that the mortgage is held 
by the United States in trust for the 
noteholder. 

§ 374.25 Notification to State Director. 

Whenever servicing actions require the 
consent or approval of the State Director, 
the County Supervisor will be responsible 
for informing him that the mortgage is 
held by the Government in trust for the 
noteholder. 

Subpart C—Placing Mortgages in 
Trust With the Government by 
Declaration of Trust 

§ 374.31 General. 

This subpart provides for placing in 
trust with the United States as trustee 
those insured Farm Ownership mort¬ 
gages running to the lender which were 
assigned outright to the United States 
for the account of the insurance fund 
and are not subject to a trust assign¬ 
ment pursuant to Subpart B of this part, 
in order that the security may be serv¬ 
iced by the Government as trustee and 
the holder of the note may sell it without 
executing an assignment of the mort¬ 
gage. Such mortgages may be placed in 
trust preparatory to selling the notes 
secured thereby out of the insurance 
fund. This subpart does not apply when 
the mortgaged property is located in 
Colorado, Louisiana, Missouri, or Puerto 
Rico. 

§ 374.32 Execution of declarations of 
trust. 

The mortgages will be placed in trust 
by having the Government execute a 
“Declaration of Trust In Mortgage With 
United States As Trustee” (Form FHA- 
175.—). The Director, Finance Office, is 
authorized on behalf of the United States 
of America to execute declaration of trust 
instruments and to perform any other 
necessary act or function in connection 
with placing such mortgages in trust 
with the United States; and to endorse 


promissory notes, execute Form FHA 
471-6, “Reinsurance and Repurchase 
Agreement (Automatic Renewal),” and 
other required documents, and perform 
other necessary acts or functions in con¬ 
nection with loans secured by mortgages 
placed in trust with the United States 
under such declarations. 

§ 374.33 Distribution of documents. 

After a declaration of trust is executed 
it will be forwarded to the County Super¬ 
visor for recording, and the original re¬ 
corded declaration of trust and the mort¬ 
gage and related documents will be dis¬ 
tributed in a manner similar to that pro¬ 
vided in § 371.23(d) of this chapter. 

§ 374.34 Assignment of notes. 

After a mortgage has been placed in 
trust under such declaration, the pro¬ 
cedure prescribed in § 374.24 generally 
will apply with respect to the assignment 
of the note secured by the mortgage. 

Dated: February 28, 1963. 

Howard Bertsch, 
Administrator, 

Farmers Home Administration. 

[P.R. Doc. 63-2312; Filed, Mar. 4, 1963; 
8:51 a.m.] 

Title 5—ADMINISTRATIVE 
PERSONNEL 

Chapter I—Civil Service Commission 

PART 6~EXCEPTIONS FROM THE 
COMPETITIVE SERVICE 

Department of the Interior 

Effective upon publication in the Fed¬ 
eral Register subparagraph (26) is 
added to paragraph (a) of § 6.310 as set 
out below. 

§ 6.310 Department of the Interior. 

(a) Office of the Secretary. * * * 

(26) One Assistant to the Secretary 
(International Affairs). 

(R.S. 1753, sec. 2, 22 Stat. 403, as amended; 

5 U.S.C. 631, 633) 

United States Civil Serv¬ 
ice Commission, 

[seal] Mary V. Wenzel, 

Executive Assistant to 
the Commissioners. 

[F.R. Doc. 63-2308; Filed, Mar. 4, 1963; 

8.: 51 a.m.] 


PART 6—EXCEPTIONS FROM THE 
COMPETITIVE SERVICE 

Department of Labor 

Effective upon publication in the Fed¬ 
eral Register, subparagraph (17) is 
added to paragraph (a) of § 6.313 as set 
out below. 

§ 6.313 Department of Labor. 

(a) Office of the Secretary. * * * 

(17) One Confidential Aide in the Of¬ 
fice of the Assistant Secretary for Plan¬ 
ning and Policy Development. 






Tuesday, March 5, 1963 

(R S. 1753, sec. 2, 22 Stat. 403, as amended; 
5U.S.C. 631,633) 

United States Civil Serv¬ 
ice Commission, 

[seal] Mary V. Wenzel, 

Executive Assistant to 
the Commissioners, 

[FR Doc. 63-2309; Filed, Mar. 4, 1963; 

1 8:51 am.] 

Title 7—AGRICULTURE 

Chapter IV—Federal Crop Insurance 
Corporation, Department of Agri¬ 
culture 

[Amdt. 56] 

PART 401—FEDERAL CROP 
INSURANCE 

Subpart—Regulations for the 1961 
and Succeeding Crop Years 

Peas (Canning and Freezing) 

Pursuant to the authority contained 
in the Federal Crop Insurance Act, as 
amended, the above -identified regula¬ 
tions are amended effective beginning 
with the 1963 crop year for canning and 
freezing peas in the following respects: 

1. The portion of the table following 

paragraph (a) of § 401.3 of this chapter 
which reads “Canning and Freezing 

Peas _ Mar. 1” is amended effective 
beginning with the 1963 crop year for 
canning and freezing peas to read as 
follows: 

(Closing dates) 

Canning and Freezing Peas 

Wisconsin- A P r - 

All other States-Mar. 1 

2. The headnote and that portion of 

§ 401.38 preceding section 1 of the 

canning and freezing pea endorsement 
is amended effective beginning with the 
1963 crop year to read as follows: 

§401.38 The canning and freezing pea 
endorsement (applicable in all States 
except Wisconsin). 

The provisions of this canning and 
freezing pea endorsement, which shall 
be applicable in all States except Wis¬ 
consin, are as follows: 

3. The following section is added: 

§ 401.41 The canning and freezing pea 
endorsement (applicable only in 
Wisconsin). 

The provisions of this canning and 
freezing pea endorsement (applicable 
only in the State of Wisconsin) for the 
1963 and succeeding crop years are as 
follows: 


FEDERAL REGISTER 


1. Causes of loss insured against. The in¬ 
surance provided is against unavoidable loss 
of production due to wildlife, insect infes¬ 
tation, plant disease, earthquake, drought, 
flood, hail, wind, frost, freeze, heat, light¬ 
ning, fire, excessive rain, snow, hurricane, 
tornado, and any other unavoidable causes 
of loss due to adverse weather conditions, 
subject, however, to any exceptions, exclu¬ 
sions or limitations with respect to such 
causes of loss that are set forth on the county 
actuarial table: Provided, however, That 
failure to harvest and market any acreage 
as green peas when such failure is not due 
to insurable causes shall not be a cause of 
loss insured against. 


2. Insured crop. The insured crop shall 
be canning and freezing peas grown under 
a contract of, or for, sale between the in¬ 
sured grower and a processor (hereinafter 
referred to as “processor contract”) executed 
by the time the acreage to be insured is re¬ 
ported. Insurance shall not be considered 
to have attached on any acreage of the 
insured crop not grown under contract with 
a processor or on any acreage excluded 
from such contract for the crop year pur¬ 
suant to the terms thereof. An instrument 
in the form of a “lease” under which the 
insured grower retains possession of the 
land on which the insured crop is grown and 
which provides for delivery of the insured 
crop under certain conditions and at a 
stipulated price(s) shall for the purpose 
of this contract be treated as a processor 
contract under which the insured has the 
interest in the crop. 

3. Production guarantee and amount of 
insurance per acre. The provisions of sec¬ 
tion 3 of the policy with respect to guaran¬ 
teed production and amounts of insurance 
per acre shall not be applicable under this 
endorsement. For each crop year of the 
contract the production guarantee shall be 
shown on the county actuarial table. The 
amount of insurance per acre shall be deter¬ 
mined by multiplying the applicable pro¬ 
duction guarantee per acre by the appli¬ 
cable processor contract price per pound 
(without regard to any premium, bonus or 
discount) for the tenderometer reading 
specified on the county actuarial table. 

4. Insurance period. Insurance on any 
insured acreage shall attach at the time the 
insured crop is planted and shall cease upon 
the earlier of vining, combining, removal 
from the field, final adjvistment of loss, or 
August 10 of the crop year. 

5. Notice of loss, damage, or failure to 
harvest. In lieu of section 8 of the policy, 
the following shall apply: (a) If, during the 
growing season, the insured crop on any in¬ 
surance unit is damaged to the extent that 
the insured does not expect to further care 
for the crop or he wants the consent of the 
Corporation to put the acreage to another 
use, including letting the acreage go to dry 
peas, the insured shall promptly give written 
notice of such damage to the Corporation at 
the county office. 

(b) For any unit on which a loss is prob¬ 
able, written notice shall be given to the 
Corporation within 48 hours if harvesting is 
discontinued on any acreage before the en¬ 
tire acreage on the unit is harvested for green 
peas, or at the time harvest for green peas 
should normally be commenced on any unit 
if the insured does not expect to harvest or 
is unable to harvest the acreage for green 
peas. 

(c) If an insured loss occurs on any in¬ 
surance unit the insured shall give prompt 
written notice to the Corporation at the 
county office within 15 days after harvesting 
is completed on the insurance unit. 

(d) The Corporation reserves the right to 
reject any claim for loss if any of the re¬ 
quirements of this section are not met if it 
determines that it has been prejudiced by 
such failure. 

6. Claims for loss, (a) In lieu of section 
11(a) of the policy, the following shall ap¬ 
ply : Any claim for loss on an insurance unit 
shall be submitted to the Corporation on a 
form prescribed by the Corporation within 
30 days after the amount of loss has been 
determined by the Corporation. 

(b) In lieu of subsection 11(c) of the 
policy, the following shall apply: Losses 
shall be determined separately for each in¬ 
surance unit (hereinafter called “unit”). 
The amount of loss with respect to any unit 
shall be determined by (1) multiplying the 
insured acreage on the unit by the appli¬ 
cable amount of insurance per acre, which 
product shall be the amount of insurance 
for the unit, (2) subtracting therefrom the 
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value (determined in accordance with sub¬ 
section (c) of this section) of the total pro¬ 
duction to be counted for the unit, and (3) 
multiplying the remainder by the insured 
interest: Provided, That, if for the unit the 
insured fails to report all of his interest or 
insurable acreage, the amount of loss shall 
be determined with respect to all of his 
interest and insurable acreage, but in such 
cases or otherwise, if the premium computed 
on the basis of the insurable acreage and in¬ 
terest exceeds the premium on the reported 
acreage and interest or the acreage and in¬ 
terest when determined by the Corporation 
under section 2 of the policy, the amount of 
loss shall be reduced proportionately. The 
total production to be counted for any unit 
shall be determined by the Corporation and 
shall include all vined or combined produc¬ 
tion from harvested acreage as defined in 
section 7(b) hereof and any appraisals made 
by the Corporation for unharvested, or po¬ 
tential production, poor farming practices, 
uninsured causes of loss, or for acreage 
abandoned or put to another use without 
the consent of the Corporation. 

(c) In determining any loss under the 
contract, production shall be valued as 
follows: (1) The applicable processor con¬ 
tract price per pound, as determined by the 
Corporation, for any green peas vined or 
combined, (2) the applicable processor con¬ 
tract price per pound for peas of like quality 
had the peas been timely vined or combined 
and delivered to the processor or the amount 
received under the processor contract, which¬ 
ever the Corporation shall elect for any peas 
damaged by insured causes and not vined or 
combined, and (3) the applicable processor 
contract price per pound used in computing 
the amount of insurance per acre for any 
appraisals of production made for poor farm¬ 
ing practices, uninsured causes of loss, or 
for undamaged peas not harvested as green 
peas: Provided, however. That the value of 
the total production to be counted for acre¬ 
age abandoned, put to another use without 
the consent of the Corporation, or which 
is undamaged and not harvested as green 
peas shall be not less than the dollar amount 
of insurance provided for such acreage: 
Provided, further, That the value of the 
total production to be counted for any acre¬ 
age not harvested nor considered as har¬ 
vested within the meaning of the term 
“harvested” shall be not less than the har¬ 
vesting and vining or combining charges 
(up to a maximum of $20 per acre) to the 
insured provided under the terms of the 
processor contract. If such charge is not 
on a per acre basis, this determination shall 
be made by the Corporation on the basis of 
the production guarantee and the provisions 
of the processor contract. 

7. Meaning of terms. For the purpose of 
insurance on canning and freezing peas the 
terms: 

(a) “Insurance unit,” notwithstanding 
section 21(g) of the policy, means all insur¬ 
able acreage of canning and freezing peas 
under each processor contract in the county 
of any one of the following types in which 
(1) one person at the time of planting has 
the entire interest in the crop, or (2) the 
same two or more persons at the time of 
planting have the entire interest in the crop: 
(i) Alaska types, (ii) Alsweet types, and (iii) 
All other types. 

(b) “Harvest,” “harvested,” or “harvest¬ 
ing” means the cutting of the vines for vin¬ 
ing or combining green peas. For the purpose 
of determining any loss under the contract 
any acreage shall not be considered as har¬ 
vested unless the Corporation determines 
that at the time of harvest the value of the 
production harvested therefrom equals not 
less than the harvesting and vining or com¬ 
bining charges to the insured under the 
terms of the processor contract, as deter¬ 
mined by the Corporation, in accordance 
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with the provisions of the second proviso in 
section 6(c) of this endorsement. 

(c) “Vining” or “combining’' means sep¬ 
arating the peas from the pods. 

8. Cancellation and termination for in¬ 
debtedness dates. For each crop year of the 
contract the cancellation date shall be the 
December 31 and the termination date for 
indebtedness shall be the April 15 imme¬ 
diately preceding the beginning of the crop 
year for which the cancellation or the ter¬ 
mination is to become effective. 

(Secs. 506, 516, 52 Stat. 73, as amended, 77, 
as amended; 7 U.S.C. 1506, 1516) 

Adopted by the Board of Directors on 
February 20, 1963. 

[seal] Earll H. Nikkel, 

Secretary , 

Federal Crop Insurance Corporation. 

Approved on February 27, 1063. 

John P. Duncan, Jr., 

Assistant Secretary. 

[F.R. Doc. 63-2289; Filed, Mar. 4, 1963; 

8:48 a.m.] 


Chapter VIII—Agricultural Stabiliza¬ 
tion and Conservation Service 
(Sugar), Department of Agriculture 

SUBCHAPTER G—DETERMINATION OF 
PROPORTIONATE SHARES 

[Sugar Determination 849.2 Rev., Arndt. 2] 

PART 849—DOMESTIC BEET SUGAR 
PRODUCING AREA 

Prevented Acreage Credit: 1959 and 
Subsequent Crops 

Pursuant to the provisions of section 
302(b) of the Sugar Act of 1948, as 
amended, subparagraph (2) of para¬ 
graph (b) of § 849.2, as issued January 
10, 1961 (26 F.R. 248), is revised to read 
as follows< 

§ 849.2 Scope and purpose. 

***** 

(b) Definitions. * * * 

(2) “Local producing area” means, in 
all States except Texas and Utah, a 
township as established by Federal sur¬ 
vey, or in the absence of a Federal sur¬ 
vey a local producing area shall mean a 
township as such term is commonly 
used and generally accepted in the State 
for land descriptions and other public 
purposes. In Texas and Utah, a local 
producing area shall mean an ASC com¬ 
munity with boundaries as fixed by the 
ASC State Committee at the time of is¬ 
suance of this determination and as 
shown on maps available for inspection 
in the respective ASC county offices. 

Statement of Bases and Considerations 

This amendment changes the language 
of the original determination relating to 
the definition of a local producing area 
Except for Texas and Utah, the basic 
determination defines a local producing 
area as being a township, as established 
by Federal survey. In these two States, 
a local producing area is defined as an 
ASC community. It has subsequently 
been determined that in a few instances 
in the beet sugar area townships were 
established by means other than by Fed¬ 
eral survey. This amendment provides 


for the consideration of such townships 
as local producing areas. 

Accordingly, I hereby find and con¬ 
clude that the aforestated amendment 
will effectuate the applicable provisions 
of the Sugar Act of 1948, as amended. 

(Sec. 403, 61 Stat. 932; 7 U.S.C. 1153. In¬ 
terprets or applies sec. 302, 61 Stat. 930, as 
amended; 7 U.S.C. 1132, Public Law 87-535 
approved July 13, 1962) 

Effective date: Date of publication. 

Signed at Washington, D.C., on Feb¬ 
ruary 27, 1963. 

John P. Duncan, Jr., 
Acting Secretary. 

[F.R. Doc. 63-2286; Filed, Mar. 4, 1963; 
8:48 a.m.] 


[Sugar Determination 851.1, Arndt. 3] 

PART 851—COMMITMENT OF NA¬ 
TIONAL SUGARBEET ACREAGE RE¬ 
SERVE, 1962 AND SUBSEQUENT 
CROPS 

Farms and Farm Operators Near 
Phoenix, Ariz. 

Pursuant to the provisions of section 
302 of the Sugar Act of 1948, as amended, 
§ 851.1 (27 F.R. 10745, 12705; 28 F.R. 
1369) is further amended by adding the 
following new paragraph (i); 

§ 851.1 Commitments of sugarbeet acre¬ 
age from the national reserve. 
***** 

(i) Commitment of acreage to farms 
and farm operators supplying sugarbeets 
to proposed beet sugar facility near 
Phoenix, Arizona, and conditions of com¬ 
mitment. 

(1) Amount of commitment. A com¬ 
mitment of 20,000 acres, estimated to 
yield about 50,000 short tons, raw value, 
of sugar is made to farms in counties of 
Arizona for the 1964 crop, for the pur¬ 
pose of growing sugarbeets for delivery 
to the factory proposed for erection near 
Phoenix, Arizona, by the Arizona Sugar 
Beet Committee. 

(2) Conditions of commitment. The 
commitment of acreage made pursuant 
to subparagraph (1) of this paragraph 
shall be subject to the following condi¬ 
tions : 

(i) Eligible farms and farmers. An 
acreage commitment will be made only 
to farms on which sugarbeets were not 
grown for delivery to a processor for the 
extraction of sugar in any of the three 
crop years 1961, 1962, or 1963. 

(ii) Limits of commitment to indi¬ 
vidual farm or farm operator. The max¬ 
imum commitment to any farm shall be 
the smaller of 80 acres or the acreage on 
the farm which is suitable for the pro¬ 
duction of sugarbeets in consideration 
of sound rotation and other cultural 
practices. 

(iii) Proportionate share protection to 
be accorded farms utilizing committed 
acreage. If proportionate shares are in 
effect in the two years immediately fol¬ 
lowing the year for which an acreage 
is committed for a locality under this 
paragraph (i), the proportionate share 
for any farm in each of such two years 


shall not be less than the acreage com¬ 
mitted pursuant to this paragraph (i) 
to such farm and utilized for the produc¬ 
tion of sugarbeets for the extraction of 
sugar. 

Statement of Bases and Considerations 

The original determination of Com¬ 
mitment of National Sugarbeet Acreage 
Reserve committed 19,000 acres for the 
1963 crop for use by farmers in the 
locality to be served by the new beet 
sugar plant near Mendota, California. 
The first amendment committed 24,730 
acres for the 1964 crop for use on farms 
in the locality to be served by a new 
beet sugar plant proposed for erection 
near Hereford, Texas. 

The second amendment provided for 
two commitments, one of 31,000 acres 
for the 1965 crop, estimated to yield 
about 50,000 tons of sugar, for use on 
farms in the locality to be served by a 
new factory proposed to be built near 
Drayton, North Dakota, by the American 
Crystal Sugar Company, and the other 
was for 19,000 acres, estimated to yield 
about 34,000 tons of sugar to the area 
to be served by a new facility proposed 
to be built in southeastern South Dakota 
by the Utah-Idaho Sugar Company to 
process sugarbeets beginning with the 
1965 crop. 

A commitment of 20,000 acres, which 
the applicant estimated will yield about 
50,000 short tons of sugar, is made for use 
on farms in the locality to be served by 
the new beet sugar plant proposed to be 
built near Phoenix, Arizona. Since there 
was no commercial production of beets 
for sugar in Arizona in 1961, 1962, or 

1963, any grower will be a new grower 
and is eligible, within the total acreage 
committed, for reserve acreage. Based 
upon information submitted with the re¬ 
quest for reserve acreage, most of the 
beets will be grown in Yuma, Maricopa, 
Pinal, Cochise, Yavapai, and Graham 
Counties. This does not preclude 
farmers in other counties within the 
State from participating in the acreage 
committed hereunder. The request for 
reserve acreage was made by the Arizona 
Sugar Beet Committee for the crop year 

1964. The Committee stated that the 
National Sugar Manufacturing Com¬ 
pany, Denver, Colorado, has agreed to 
enter into a management contract for 
the operation of the plant and the sale of 
the sugar and byproducts produced. 

Limitations are established with re¬ 
spect to the acreage that may be com¬ 
mitted to any farm. These limitations 
are considered sufficiently liberal to per¬ 
mit economic sugarbeet operations and 
will permit a greater sharing in the 
available acreage than would likely re¬ 
sult with no limitations. 

This amendment provides for a total 
commitment of 20,000 acres, expected to 
produce about 50,000 tons of sugar. The 
original determination and amendments 
1 and 2 thereto provided for total acreage 
commitments expected to produce about 
179,700 tons of sugar. The 65,000-ton 
yearly reserve for the four years 1962 
through 1965 totals 260,000 tons of sugar. 
With total commitments of about 230,- 
000 tons, a balance of approximately 
30,000 tons is available for later commit- 
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ment Presumably, this will provide a 
carryover of about 30,000 tons into 1966 
so that two plants could be approved for 

that year. ...... 

Several applicants requested that no 
action be taken on any requests until 
they had time to develop their projects. 
The development of projects of the size 
and cost of new beet sugar factories 
takes considerable time and planning, 
and involves many millions of dollars. 
Accordingly, it has not been possible to 
withhold action on this project to deter¬ 
mine whether others might qualify. It 
is hoped that areas unable to qualify 
now, may do so for later years. 

The commitment of acreage and the 
selection of the locality to which acreage 
is committed by this action was made on 
the basis of the relative qualification of 
this locality, as compared with the quali¬ 
fications of other localities for which 
acreages have been requested and to 
which no commitments have been made, 
under the criteria specifically enumer¬ 
ated in the Sugar Act. 

Julio Lobo of Olavarria and Company 
of New York City has made a firm com¬ 
mitment to finance construction of the 
beet sugar factor. Lowry and Company, 
Inc., of the same city, has expressed a 
firm interest in assisting in making the 
arrangements for the necessary financ¬ 
ing. 

Except with respect to two of the other 
localities for which acreages were re¬ 
quested, no information has been sub¬ 
mitted with respect to capital commit¬ 
ments as to such other localities. Of 
such two areas, neither has furnished 
satisfactory and acceptable evidence of 
the ability of the area to grow sugarbeets 
on a commercial basis as has been sub¬ 
mitted for this project. The nearest beet 
sugar facility is about 250 miles, and 
substantial sugar markets are readily 
accessible. A need for an additional cash 
or replacement crop exists in this area. 

In view of the clear superiority of this 
locality with respect to the first criteria, 
i.e., firmness of capital commitment and 
its high ranking with respect to the 
other criteria, it is determined that it is 
the best qualified with respect to the 
criteria as a whole. 

No commitments have been made for 
expansion of existing facilities. 

On the basis of all relevant informa¬ 
tion available, the commitments of acre¬ 
age made under this amendment are 
deemed fair and reasonable and in ac¬ 
cordance with the provisions of the 
Sugar Act. 

Accordingly, I hereby find and con¬ 
clude that the foregoing amendment 
will effectuate the applicable provisions 
of the act. 

(Sec. 403, 61 Stat. 932; 7 U.S.C. 1153. Inter¬ 
prets or applies secs. 301, 302, 61 Stat. 929, 
930, as amended; 7 U.S.C. 1131, 1132, Public 
Law 87-535 approved July 13, 1962) 

Effective date: Date of publication. 


FEDERAL REGISTER 

Signed at Washington, D.C., on Feb¬ 
ruary 27,1963. 

Orville L. Freeman, 
Secretary of Agriculture . 

[F.R. Doc. 63-2287; Filed, Mar. 4, 1963; 
8:48 ajn.] 


Chapter IX—Agricultural Marketing 
Service (Marketing Agreements and 
Orders; Fruits, Vegetables, Tree 
Nuts), Department of Agriculture 

[Lemon Reg. 51, Arndt. 1] 

PART 910—LEMONS GROWN IN 
CALIFORNIA AND ARIZONA 

Limitation of Handling 

Findings. 1. Pursuant to the market¬ 
ing agreement, as amended, and Order 
No. 910, as amended (7 CFR Part 910; 
27 F.R. 8346), regulating the handling 
of lemons grown in California and Ari¬ 
zona, effective under the applicable pro¬ 
visions of the Agricultural Marketing 
Agreement Act of 1937, as amended (7 
U.S.C. 601-674), and upon the basis of 
the recommendation and information 
submitted by the Lemon Administrative 
Committee, established under the said 
amended marketing agreement and 
order, and upon other available infor¬ 
mation, it is hereby found that the limi¬ 
tation of handling of such lemons as 
hereinafter provided will tend to effectu¬ 
ate the declared policy of the act. 

2. It is hereby further found that it 
is impracticable and contrary to the 
public interest to give preliminary no¬ 
tice, engage in public rule-making pro¬ 
cedure, and postpone the effective date 
of this amendment until 30 days after 
publication hereof in the Federal Regis¬ 
ter (5 U.S.C. 1001-1011) because the 
time intervening between the date when 
information upon which this amendment 
is based became available and the time 
when. this amendment must become 
effective in order to effectuate the de¬ 
clared policy of the act is insufficient, 
and this amendment relieves restriction 
on the handling of lemons grown in Cal¬ 
ifornia and Arizona. 

Order, as amended. The provisions 
in paragraph (b) (1) (ii) of § 910.351 
(Lemon Regulation 51, 28 F.R. 1714) are 
hereby amended to read as follows: 

(ii) District 2: 218,550 cartons. 

(Secs. 1-19, 48 Stat. 31, as amended; 7 U.S.C. 
601-674) 

Dated: February 28,1963. 

Floyd F. Hedlund, 
Director, Fruit and Vegetable 
Division, Agricultural Mar¬ 
keting Service. 

[F.R. Doc. 63-2285; Filed, Mar. 4, 1903; 

8:47 a.m.] 
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Title 14—AERONAUTICS AND 
SPACE 

Chapter I—Federal Aviation Agency 
SUBCHAPTER E—AIRSPACE [NEW] 

[Airspace Docket No. 62-SO-12] 

PART 71—designation of federal 

AIRWAYS, CONTROLLED AIRSPACE, 
AND REPORTING POINTS [NEW] 

PART 73—SPECIAL USE AIRSPACE 
[NEW] 

Revocation, Designation and Altera¬ 
tion of Restricted Areas, Designa¬ 
tion and Alteration of Control Zones 
and Transition Areas, Alteration of 
Continental Control Area, and Rev¬ 
ocation of Control Area Extension 

On January 18, 1963, a notice of pro¬ 
posed rule making was published in the 
Federal Register (28 F.R. 492) stating 
that the Federal Aviation Agency pro¬ 
posed the following actions: (1) designa¬ 
tion of a control zone at Panama City, 
Fla. (Tyndall AFB); (2) designation of 
a transition area at Panama City, Fla.; 
(3) revocation of Restricted Areas R- 
2911, Rr-2912 and R-2916; (4) designa¬ 
tion of Restricted Areas R-2912A, R- 
2912B and R-2912C; (5) redesignation 
of R-2913, R-2914 and R-2915; (6) re¬ 
designation of the Valparaiso, Fla. 
(Eglin AFB) control zone; (7) revoca¬ 
tion of the Valparaiso, Fla., control area 
extension; (8) designation of a transi¬ 
tion area at Eglin AFB, Fla.; and (9) 
amendment to the continental control 
area. 

Comments regarding the proposed 
amendments were received from the 
Air Transport Association and the 
Florida Development Commission. 

The Air Transport Association offered 
no objection to the proposal. 

The Florida Development Commission 
questioned whether nonparticipating 
aircraft could be operated within that 
portion of R-2912B below 15,000 feet 
MSL without violation since this re¬ 
stricted area is to be continuous. R- 
2912B is being designated a joint use 
restricted area to permit transit by non¬ 
participating aircraft after appraisal is 
obtained from appropriate authority. 
The Florida Development Commission 
also noted the extension of transition 
area beyond the boundaries of R-2914/ 
R-2915 between DeFuniak Springs, Flor¬ 
ida, and Holt, Florida, and west of R- 
2915. This airspace is negligible in 
amount and is required to provide con¬ 
trol flexibility in routing traffic between 
R-2914/R-2915 and existing controlled 
airspace to the north and west. The 
Commission also commented on the es¬ 
tablishment of a transition area within 
a ten mile radius of Eglin AFB and a 
transition area within a seven mile radius 
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RULES AND REGULATIONS 


of Hurlburt Airport with each to have a 
floor of 700 feet. This designation 
actually represents no substantial change 
regarding this airspace since it is pres¬ 
ently designated as either controlled air¬ 
space with a 700 foot floor or restricted/ 
warning area. 

Since publication of the notice, it has 
been determined that on April 14, 1963, 
the Panama City, Fla., TVOR will be 
commissioned at latitude 30°12'58" N 
longitude 85°40'51" W., and will have 
published approaches on the 087° and 
325° magnetic radials with procedure 
turns at 1,600 feet MSL. In order to pro¬ 
vide for approaches to the Panama City- 
Bay County Airport on the 087° magnetic 
radial, action is taken herein to extend 
the proposed designation of the Panama 
City 700 foot transition area to include 
that airspace within 2 miles either side of 
the 090° True bearing from the Panama 
City-Bay County Airport extending from 
the 5-mile radius area to 8 miles east of 
the airport. 

As mentioned in the notice, flight 
levels 250, 260. and 270 between the 
Tallahassee and Tyndall VORs will be 
made available to non-participating air¬ 
craft at any time upon request. Details 
of this procedure shall be included in 
the joint use letter of procedure between 
the using and controlling agencies which 
shall specify that hazardous activity will 
not be conducted by the using agency 
within 1,000 feet vertically from flight 
level 250, 260, or 270 (as appropriate) 
within 10 statute miles to either side of 
a direct course between the Tallahassee 
and Tyndall VORs when nonpartici¬ 
pating aircraft are cleared or authorized 
at these flight levels between Tallahassee 
and Tyndall. 

Interested persons have been afforded 
an opportunity to participate in the 
making of the rules adopted herein, and 
due consideration has been given to all 
relevant matter presented. 

The substance of the proposed amend¬ 
ments has been published; therefore, for 
the reasons stated herein and in the 
notice, the following actions are taken: 

1. In § 73.29 (28 F.R. 9-14, January 
26, 1963) the following actions are 
taken: 

a. R-2911, R-2912 and R-2916 are 
revoked. 

b. R-2912A is designated as follows: 

R-2912 A Panama City, Fla. 

Boundaries. Beginning at latitude 30°42'- 
10" N., longitude 85°53'05" W.; to latitude 
30°42'45" N., longitude 85°14'00" W.; to 
latitude 29°55'00" N., longitude 84°32'00" 
W.; to latitude 29°47'00" N., longitude 
84°40'00" W.; to latitude 29°43'35" N., longi¬ 
tude 84°39'00" W.; thence 3 nautical miles 
from and parallel to the shoreline to latitude 
29°55'40" N., longitude 85°32'15" W.; to 
latitude 30°00'40" N., longitude 85°22'45" 
W.; to point of beginning. 

Designated altitudes. 1,500 feet MSL to 
but not including 7,000 feet MSL. 

Time of designation. As activated by 
NOTAM issued by the using agency at least 
12 hours in advance. 

Controlling agency. Federal Aviation 
Agency, Jacksonville ARTC Center. 

Using agency. Commander, Tyndall AFB 
Fla. 

c. R-2912B is designated as follows: 

R-2912B Panama City, Fla. 

Boundaries. Beginning at latitude 30°42'- 
10" N., longitude 85°53'05" W.; to latitude 


30°42'45" N., longitude 85°14'00" W.; to 
latitude 29°55'00" N., longitude 84°32'00" 
W.; to latitude 29°47'00" N., longitude 84°- 
40'00" W.; to latitude 29°43'35" N., longi¬ 
tude 84°39'00" W.; thence 3 nautical miles 
from and parallel to the shoreline to latitude 
29°55'40" N., longitude 85°32'15" W.; to 
latitude 30°00'40" N., longitude 85°22'45" w. 

Designated altitudes. 7,000 feet MSL to 
but not including FL 290. 

Time of designation. Continuous. 
Controlling agency. Federal Aviation 
Agency, Jacksonville ARTC Center. 

Using agency. Commander, Tyndall AFB 
Fla. 

d. R-2912C is designated as follows: 
R-2912C Panama City, Fla. 

Boundaries. Beginning at latitude 30° 04'- 
20" N., longitude 85°45'20" W.; to latitude 
30°42'00" N., longitude 86°05'40" W.; to lati¬ 
tude 30°42'45" N., longitude 85°14'00" W • 
to latitude 29°55'00" N., longitude 84°32'00" 
W.; to latitude 29°47'00" N., longitude 84°- 
40'00" W.; to latitude 29°43'35" N., longi¬ 
tude 84°39'00" W.; thence 3 nautical miles 
from and parallel to the shoreline to point 
of beginning. 

Designated altitudes. FL 290 to FL 700. 
Time of designation. Continuous. 
Controlling agency. Federal Aviation 
Agency, Jacksonville ARTC Center. 

Using agency. Commander, Tyndall AFB 
Fla. 

e. R-2913 is redesignated as follows: 
R-2913 Panama City, Fla. 

Boundaries. Beginning at latitude 31 °- 
28 30" N., longitude 86°18'15" W.; thence 
clockwise along the 100 nautical mile radius 
arc of the Tyndall VOR (latitude 29°58'18" 
N., longitude 85°27'03" W.), to latitude 29°- 
40'45" N., longitude 83°34'00" W.; thence 
3 nautical miles from and parallel to the 
shoreline, to latitude 29°43'35" N., longi¬ 
tude 84°39'00" W.; to latitude 29°47'00" 
N., longitude 84°40'00" W.; to latitude 
29°55'00" N., longitude 84°32'00" W.; to 
latitude 30°42'45" N., longitude 85°14'00" 
W.; to latitude 30°42'18" 'N., longitude 85 °- 
52'15" W.; to point of beginning. 

Designated altitudes. FL 350 to FL 700. 
Time of designation. Sunset to sunrise. 
Controlling agency. Federal Aviation 
Agency, Jacksonville ARTC Center. 

Using agency. Commander, Tyndall AFB 
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f. R-2914 is redesignated as follows: 
R-2914 Valparaiso, Fla. 

Boundaries. Beginning at latitude 30°43'- 
10" N., longitude 86°27'37" W.; to latitude 
30°43'45" N., longitude 86°10'30" W.; to lat¬ 
itude 30°41'00" N., longitude 86°05'10" W* 
to latitude 30°24'00" N., longitude 85°56'00" 
W.; to latitude 30°11'10" N., longitude 85°- 
56'00" W.; thence 3 nautical miles from and 
parallel to the shoreline to latitude 30° 19'45" 
N., longitude 86°23'45" W.; to latitude 30°- 
25'00" N., longitude 86°22'26" W.; to latitude 
30°25'00" N., longitude 86°25'00" W.; to lat¬ 
itude 30°33'00" N., longitude 86°25'00" W* 
to latitude 30°33'00" N., longitude 86°25'30" 
W.; to latitude 30°37'00" N., longitude 86°- 
25'30" W.; to latitude 30°37'00" N., longitude 
86°27'37" W.; to point of beginning. 

Designated altitudes. Surface to FL 500. 

Time of designation. Continuous. 

Controlling agency. Federal Aviation 
Agency, New Orleans ARTC Center. 

Using agency. Commander, Air Proving 
Ground, Eglin AFB, Fla. 

g. R-2915 is redesignated as follows: 
R-2915 Valparaiso, Fla. 

Boundaries. Beginning at latitude 30°- 
33'40" N., longitude 86°55'00" W.; to latitude 
30°38'45" N., longitude 86°55'00" W.; thence 
along the L and N Railroad to latitude 
30°42'45" N., longitude 86°45'45" W.; to 
latitude 30°42'50" N., longitude 86°38'02" 


W.; to latitude 30°29'01" N., longitude 86 # - 
38'02" W.; to latitude 30°20'50" N., longitude 
86°38'50" W.; thence 3 nautical miles from 
and parallel to the shoreline to latitude 
30°20T5" N., longitude 86°48'00" W.; to lati¬ 
tude 30°23'20" N„ longitude 86°48'00" W- 
to latitude 30°22'50" N., longitude 86°51'30" 
W.; to latitude 30°23'50" N., longitude 
86°51'30" W.; to latitude 30°24'20" N 
longitude 86°48'00" W.; to latitude 30°26'30" 
N., longitude 86°51'30" W.; thence along 
the Navarre-Milton Highway to point of 
beginning. 

Designated altitudes. Surface to FL 500. 
Time of designation. Continuous. 
Controlling agency. Federal Aviation 
Agency, New Orleans ARTC Center. 

Using agency. Commander, Air Proving 
Ground, Eglin AFB, Fla. 

2. In § 71.171 (27 F.R. 220-91, No¬ 
vember 10, 1962) the following actions 
are taken: 

a. The Panama City, Fla. (Tyndall 
AFB) control zone is designated as fol¬ 
lows: 

Panama City, Fla. (Tyndall AFB) 

Within a 5-mile radius of Tyndall AFB 
(latitude 30°04'15" N., longitude 85°34'30" 
W.), within 2 miles either side of the Tyndall 
AFB TACAN 308° radial extending from the 
5-mile radius zone to 8 miles northwest of 
the TACAN; within 2 miles either side of 
the 315° True bearing from the Tyndall 
RBN extending from the 5-mile radius zone 
to the RBN, and within 2 miles either side 
of the Tyndall VOR 313° radial extending 
from the 5-mile radius zone to the VOR, 
excluding the portion within the Panama 
City, Fla., Restricted Area R-2912C. 

b. The Valparaiso, Fla., control zone 
(27 F.R. 91, November 10, 1962) is re¬ 
named the Eglin AFB, Fla., control zone 
and is redesignated as follows: 

Eglin AFB, Fla. 

Within a 5-mile radius of Eglin AFB (lati¬ 
tude 30°29'10" N., longitude 86°31'55" W.); 
within 2 miles either side of the 011° bearing 
from the Destin (Eglin AFB) RBN extending 
from the 5-mile radius zone to the RBN, and 
within 2 miles either side of the extended 
centerline of the Eglin AFB Runway 30, ex¬ 
tending from the 5-mile radius zone to 6 
miles southeast of the Eglin AFB ILS middle 
marker. 

3. In § 71.165 (27 F.R. 220-59, Novem¬ 
ber 10, 1962) the Valparaiso, Fla., con¬ 
trol area extension is revoked. 

4. In § 71.181 (27 F.R. 220-139, Novem¬ 
ber 10, 1962) the folowing actions are 
taken: 

a. The Panama City, Fla., transition 
area is designated as follows: 

Panama City, Fla. 

That airspace extending upward from 700 
feet above the surface within a 5-mile radius 
of Panama City-Bay County Airport, Panama 
City, Fla. (latitude 30° 12'45" N., longitude 
85°40'55" W.), and within 2 miles either side 
of the 328° and 090° bearings from the 
Panama City-Bay County Airport extending 
from the 5-mile radius zone to 8 miles north¬ 
west and east of the airport, excluding the 
portion within the Panama City (Tyndall 
AFB) control zone; and that airspace ex¬ 
tending upward from 1200 feet above the 
surface bounded by a line beginning at: 

Latitude 29°43'10" N., longitude 85°27'00" 
W.; to latitude 30°04'00" N., longitude 85°- 
56'00" W.; to latitude 30°24'00" N., longi¬ 
tude 85°56'00" W.; to latitude 30°44'20" N., 
longitude 86°07'00" W.; thence along the 
south boundary of V-22 and the west bound¬ 
ary of V-7W to latitude 29°52'00" N., longi¬ 
tude 84°23'40" W.; to latitude 29°52'30" N., 
longitude 84°34'40" W.; to latitude 29°47'00" 

N., longitude 84°40'00" W.; to latitude 
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29-43-35" N„ longitude 84‘39'00" W.; thence 
3 nautical miles from and parallel to the 
shoreline to the point of beginning. 

b. The Eglin AFB, Fla., transition area 
is designated as follows: 

Eg That J ahspace extending upward from 700 
feet above the surface within a 10-mile 
radius of Eglin AFB (latitude 30°29'10 N., 

longitude 86°31'55" W.) and within a 7-mile 
radius of Hurlburt AFB, Fla. (latitude 
30° 25^40" N., longitude 86°41'20” W.); and 
the airspace extending upward from 1,200 
feet above the surface bounded by a line 
beginning at latitude 30°22'05" N., longitude 
86°56'20" W., thence along a 25-mile radius 
arc centered at NAAS Saufley Field, Pensa¬ 
cola Fla. (latitude 30°28'15" N., longitude 
87°20'30" W.) to latitude 30°35'35" N., longi¬ 
tude 86°56'40" W.; to latitude 30 ° 38'45 "N., 
longitude 86° 55'00" W.; to latitude 30 42 - 
45" N., longitude 86°45'45" W.; to latitude 
30°45'00" N., longitude 86°39'30" W.; to 
latitude 30°44'20" N., longitude 86 07 00 
W* to latitude 30°24'00" N., longitude 

85°56'00" W.; to latitude 30°11T0" N.» 

longitude 85°56'00" W.; thence 3 nautical 
miles from and parallel to the shoreline to 
latitude 30°19'45" N., longitude 86 23 45 
W.‘ to latitude 29°54'00" N., longitude 

86°16'00" W.; to latitude 29°54'00" N., longi¬ 
tude 86°45'50" W.; to latitude 30 c 20'50" N., 
longitude 86°38'50" W.; thence 3 nautical 
miles from and parallel to the shoreline to 
latitude 30°20'15" N., longitude 86 48 00 
W.; to latitude 30°20'15" N., longitude 

86°48'00" W.; to the point of beginning. 

5. In § 71.151 (27 F.R. 220-54, Novem¬ 
ber 10, 1962) the following restricted 

areas are added: 

R-2912B. 

R-2912C. 

R-2913. 

R-2914. 

R-2915. 

These amendments shall become effec¬ 
tive 0001 c.s.t., April 4,1963. 


(Sec. 307(a) and 1110, 72 Stat. 749 and 800; 
49 U.S.C. 1348 and 1510, and Executive Order 
10854, 24F.R. 9565) 

Issued in Washington, D.C., on March 
1,1963. 

Lee E. Warren, 

Acting Director, 

Air Traffic Service. 

[F.R. Doc. 63-2317; Filed, Mar. 4, 1963; 
8:51 a.m.] 

Title 16-COMMERCIAL 
PRACTICES 

Chapter I—Federal Trade Commission 

[Docket C-314] 

PART 13—PROHIBITED TRADE 
PRACTICES 


FEDERAL REGISTER 

U.S.C. 45) [Cease and desist order, Pearls 
by Deltah, Inc., et al., Pawtucket, R.I*« 
Docket C-314, Feb. 13,1963] 

In the Matter of Pearls by Deltah, Inc., 
a Corporation, and Gilbert Sachs, In¬ 
dividually and as an Officer of Said 
Corporation 

Consent order requiring a Pawtucket, 
R.I., distributor of imitation pearls to 
cease using the coined term “Cultique 
and the word “cultured’’ in advertise¬ 
ments and on containers in which the 
pearls were offered for sale. 

The order to cease and desist, includ¬ 
ing further order requiring report of 
compliance therewith, is as follows: 

It is ordered, That respondent, Pearls 
by Deltah, Inc., a corporation, and its 
officers, and Gilbert Sachs, individually 
and as an officer of said corporation, and 
respondents’ representatives, agents, 
and employees, direclty or through any 
corporate or other device, in connection 
with the offering for sale, sale, or dis¬ 
tribution of imitation pearls or any other 
articles of merchandise, in commerce, as 
“commerce” is defined in the Federal 
Trade Commission Act, do forthwith 
cease and desist from: 

1. Using the term “Cultique,” the term 
“cultured” or any other words phonet¬ 
ically similar to the word “cultured” to 
describe, identify or refer to imitation 
pearls; provided, however, that nothing 
herein shall prohibit the use by respond¬ 
ents of statements truthfully and non- 
deceptively comparing the appearance 
of respondents’ imitation pearls to the 
appearance of cultured pearls. 

It is further ordered. That the re¬ 
spondents herein shall, within sixty (60) 
days after service upon them of this 
order, file with the Commission a report 
in writing setting forth in detail the 
manner and form in which they have 
complied with this order. 
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PART 1—general provisions 

1. In § 1.308(b), subparagraphs (11) 
and (13) are amended to read as fol¬ 
lows: 

§ 1.308 Records of contract actions. 

* * * * * 

(b) * * * 

(11) All price and cost data submitted 
or used, including Certificates of Current 
Cost or Pricing Data (see §§ 2.102-1 (b), 
3.807-3, and 3.807-4 of this chapter); 

* * * * * 

(13) Justification for type of con¬ 
tract used (see § 3.303 of this chapter); 


Issued: February 13,1963. 

By the Commission. 

[seal] Joseph W. Shea, 

Secretary. 

[F.R. Doc. 63-2276; Filed, Mar. 4, 1963; 
8.46 a.m.] 


PART 2—procurement by formal 
ADVERTISING 

2. Section 2.102-1 is revised to read 
as follows: 

§ 2.102—1 General. 

(a) 10 U.S.C. 2304(a) provides that all 
contracts for supplies or services, with 
certain stated exceptions, shall be made 
by formal advertising. (See Subpart B, 
Part 3 of this chapter for discussion of 
the exceptions.) In accordance with 
this requirement, procurement shall gen¬ 
erally be made by soliciting bids from all 
qualified sources of supplies and services 
deemed necessary by the contracting 
officer to assure full and free competi¬ 
tion consistent with the procurement of 
the required supplies or services. Cur¬ 
rent lists of bidders shall be maintained 
by each purchasing office in accordance 
with § 2.205. 

(b) 10 U.S.C. 2306(f) provides that a 
contractor or subcontractor shall be le- 
quired to submit cost or pricing data for 
certain contract modifications, and shall 
be required to certify that, to the best 
of his knowledge and belief, the cost or 
pricing data he submitted was accurate, 
complete, and current. To insure com¬ 
pliance with this requirement, contract¬ 
ing officers shall follow the instructions 
set forth in § 3.807-3 of this chapter 
before agreeing to a price adjustment 
of a formally advertised contract. 


Title 32—NATIONAL DEFENSE 

Chapter I—Office of the Secretary of 
Defense 

SUBCHAPTER A—ARMED SERVICES 
PROCUREMENT REGULATIONS 

MISCELLANEOUS AMENDMENTS 
TO SUBCHAPTER 


PART 3—PROCUREMENT BY 
NEGOTIATION 

3. Subparagraph (3) of § 3.201—2(b) is 
revoked, and §§ 3.207—3, 3.208—3, 3.211—3, 
3.214-1 and 3.214-3 are revised, as fol- 
lows: 

§ 3.201-2 Application. 


(b ) * * * 


Pearls by Deltah, lnc. f and Gilbert 
Sachs 

Subpart—Advertising falsely or mis¬ 
leadingly: § 13.135 Nature of product or 
service; § 13.175 Quality of product or 
service. Subpart—Misbranding or mis¬ 
labeling: § 13.1185 Composition; § 13.1260 
Nature; § 13.1295 Quality or grade. 

(Sec. 6, 38 Stat. 721; 15 U.S.C. 46. Interpret 
or apply sec. 5, 38 Stat. 719, as amended; 15 


The following amendments to this 
subchapter are issued by direction of 
the Assistant Secretary of Defense (In¬ 
stallations and Logistics) pursuant to 
the authority contained in Department of 
Defense Directive No. 4105.30, dated 
March 11, 1959 (24 F.R. 2260), as 

amended, and 10 U.S.C. 2202, and have 
the concurrence of the military depart¬ 
ments. 


§ 3.207-3 Limitation. 

Every contract negotiated under the 
authority of this section and §§ 3.207— 
3.207-2 shall be accompanied with the 
determination and findings justifying its 
use, signed by the contracting officer and 
prepared in accordance with the require¬ 
ments of Subpart C of this part. The 
authority of this section and §§ 3.207— 
3.207-2 shall not be used when negotia- 
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tion is authorized by the provisions of 
§ 3.203 or § 3.206. 

§ 3.208—3 Limitation. 

Every contract negotiated under the 

authority of this section and §§ 3.208_ 

3.208-2 shall be accompanied with the 
determination and findings justifying its 
use, signed by the contracting officer and 
prepared in accordance with the require¬ 
ment of Subpart C of this part. The 

authority of this section and §§ 3.208_ 

3.208-2 shall not be used when negotia¬ 
tion is authorized by the provision of 
§§ 3.203, 3.206, or 3.209. 

§ 3.211—3 Limitation. 

The authority of this section and 
§§ 3.211—3.211-2 shall not be used for 
negotiated contracts with educational 
institutions or for quantity production, 
except that such quantities may be pur¬ 
chased hereunder as are necessary to 
permit complete and adequate experi¬ 
ment, development, research, or test; 
accordingly, research or development 
contracts which call for the production 
of a reasonable number of experimental 
or test models, or prototypes, shall not 
be regarded as contracts for quantity 
production. Negotiated contracts with 
educational institutions shall be nego¬ 
tiated in accordance with § 3.205. The 

authority of this section and §§ 3.211_ 

3.211-2 shall not be used when negotia¬ 
tion is authorized by the provisions of 
§ 3.203 or § 3.206. In order for this 
authority to be used, the required 
determination must be made in accord¬ 
ance with the requirements of Subpart 
C of this part. 


RULES AND REGULATIONS 

§ 3.301 Nature of determinations and 
findings. 

The determinations and supporting 
findings that are referred to throughout 
this section are documents which justify 
the use of the authority (a) to enter into 
contracts by negotiation, (b) to make 
advance payments under negotiated con¬ 
tracts, (c) to determine the kind of con¬ 
tract to be used, or (d) to waive a 
requirement for submission of cost or 
pricing data and certification thereof. 
Determinations and findings shall ordi¬ 
narily be made only with respect to indi¬ 
vidual purchases or contracts. However 
except as limited by § 3.303, in special 
cases determinations and findings may 
be made with respect to classes of pur¬ 
chases or contracts, for a specified period 
only, in accordance with Departmental 
procedures. 


§ 3.214—1 Authority. 

Pursuant to 10 U.S.C. 2304(a) (14), 
purchases and contracts may be negoti¬ 
ated if: 

For technical or special property that he 
[the Secretary] determines to require a sub¬ 
stantial initial investment or an extended 
period of preparation for manufacture and 
for which he determines that formal adver¬ 
tising would be likely to result in additional 
cost to the Government by reason of dupli¬ 
cation of investment or would result in 
duplication of necessary preparation which 
would unduly delay the procurement of the 
property. 

§ 3.214—3 Limitation. 

The authority of this section and 
§§ 3.214 3.214—2 shall not be used unless 
and until the Secretary has determined, 
in accordance with the requirements of 
Subpart C of this part, that: 

(a) The supplies are of a technical or 
special nature requiring a substantial 
initial investment or an extended period 
of preparation for manufacture; and 

(b) Procurement by formal advertis¬ 
ing either: 

(1) Would be likely to result in addi¬ 
tional cost to the Government by reason 
of duplication of investment, or 

(2) Would result in duplication of 
necessary preparation which would un¬ 
duly delay the procurement. 

4. Sections 3.301, 3.302, and 3.303 are 
revised, and § 3.304 is revoked, as 
follows: 


§ 3.302 Determinations and findings by 
the Secretary of a Department. 

The following determinations, and 
written findings in support thereof, may 
be made only by the Secretary of a 
Department and not delegated hereunder 
except to the extent provided in para¬ 
graphs (a), (g), and (h) of this section: 

(a) The determination required by 
§ 3.211 with respect to any negotiated 
contract for experimental, develop¬ 
mental, or research work or for the 
manufacture or furnishing of supplies 
for experimentation, development, re¬ 
search, or test (but see § 3.303(b) when 
the amount does not exceed $100,000) ; 

(b) The determination required by 
§ 3.212 with respect to any negotiated 
contract that should not be publicly 
disclosed; 

(c) The determination required by 
§ 3.213 with respect to any negotiated 
contract for technical equipment re¬ 
quiring standardization and inter¬ 
changeability of parts; 

(d) The determination required by 
§3.214 with respect to any negotiated 
contract for technical or specialized sup¬ 
plies requiring a substantial initial 
investment or an extended period of 
preparation for manufacture; 

(e) The determination required by 
§ 3.215 with respect to any negotiated 
contract entered into after advertising 
has proved unsatisfactory; 

(f) The deteimination required by 
§3.216 with respect to any negotiated 
contract entered into in the interest 
of national defense or industrial 
mobilization; 

(g) The deteimination required with 
respect to advance payments under any 
negotiated contract (but see Defense 
Contract Financing Regulations, Subpart 
D, Part 163 of this chapter; and 

(h) The determinations required with 
respect to waiving a requirement for 
submission of cost or pricing data and 
certification thereof (see § 3.807-3(b)) 

for inclusion of the clauses required 
by §§ 7.104-29 and 7.104-42 of this 
chapter (but see § 3.303(a) for contracts 
with foreign governments or agencies 
thereof). 


may also make any of the determina¬ 
tions, and written findings in support 
thereof, that may be made by the head 
of any procuring activity signing as a 
chief officer responsible for procurement 
or by a contracting officer. 

§ 3.303 Determinations and findings be¬ 
low the Secretarial level. 

Determinations, and findings in sup¬ 
port thereof, not required to be made by 
higher authority including those in para¬ 
graph (a) through (d) of this section 
may be made with respect to individual 
purchases or contracts by the Head of a 
Procuring Activity signing as a chief 
officer responsible for procurement 
Unless his authority is limited by 
higher authority, the contracting officer 
may make the determinations and 
findings in paragraphs (b) through (d) 
of this section with respect to individual 
purchases and contracts: 

(a) The determination required with 
respect to waiving the requirements for 
submission of cost or pricing data and 
certification thereof and for the inclu¬ 
sion of the clauses required by §§ 7.104- 
29 and 7.104-42 of this chapter for con¬ 
tracts with foreign governments or 
agencies thereof; 

(b) Determinations and findings with 
respect to authority to enter into 
contracts by negotiations required bv 
§§ 3 202-3 3.207-3, 3.208-3, 3.210-3 and 
3.211-3; Provided, That any such con¬ 
tract under § 3.211-3 does not obligate 
toe Government to pay more than 
$ 100 , 000 ; 

(c) Determinations and findings with 
respect to the use of a cost or a cost-plus- 
a-fixed-fee or an incentive-type contract 
required by §§ 3.404-4, 3.405, 3.405-4, and 
3.405-5; and 

(d) Any other determinations and 
findings not required to be made bv 
higher authority. 

§ 3.304 Determinations and findings by 
a contracting officer. [ Revoked ] 

5, § 3.403(a) (1), change reference 
§ 3.807-3” to read “§ 3.807-2(b)”; and 

§ 3.405-5 (c) (2), change reference 
§ 3.807-5(d) ” to read “§ 3.807-10(d) ”. 

6. Section 3.801-1 is revised; new para¬ 
graph (c) is added to § 3.801-2; §§ 3.807- 

sQon^ 0l ?A h - 3 * 807 ' 9 are revised; and 
§ 3.807-10 is added, as follows: 

§ 3.801—1 General. 

It is the policy of the Department of 
Defense to procure supplies and services 
from responsible sources at fair and rea¬ 
sonable prices calculated to result in the 
lowest ultimate overall cost to the Gov¬ 
ernment. Sound pricing depends pri¬ 
marily upon the exercise of sound judg¬ 
ment by all personnel concerned with 
the procurement. 

§ 3.801-2 Responsibility of contracting 
officers. 


In addition to the foregoing determina¬ 
tions, the Secretary of any Department 


(c) When a contractor insists on a 
price or demands a profit or fee which 
the contracting officer considers unrea¬ 
sonable, the contracting officer shall (1) 
determine the feasibility of developing 
an alternate source of supply, and (2) 
take such other action within his au- 
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thority as may be appropriate in the 
circumstances. If. after exhausting the 
above course of action, a satisfactory 
solution has been obtained, the contract¬ 
ing officer shall refer the prospective 
procurement to higher echelons of the 
Department. Such referral shall in- 
elude a complete statement of the at- 
tempt made to resolve the matter With 
regard to a contractor’s refusal to Pro¬ 
vide cost or pricing data, see § 3.807-6. 

§ 3.807-1 General. 

Policies set forth in this subpait may 
be applied in a variety of ways in the 
evaluation of offerors’ or contractors 
proposals and in the negotiation of con¬ 
tract prices. The following sections 
describe the principal price negotiation 
techniques and the circumstances under 
which each may be used. They are 
equally applicable to initial and subse¬ 
quent price negotiations. 

§ 3.807-2 Requirement for price or cost 
analysis. 


(a) General. Some form of price or 
cost analysis should be made in connec¬ 
tion with every negotiated procurement 
action. The presence of adequate price 
competition, however, limits consider¬ 
ably the degree of analysis required. 
Cost data shall not be requested when 
the contracting officer anticipates that 
there will be adequate price competition. 
However, if he determines, after pro¬ 
posals have been submitted, that there 
is not, in fact, adequate price competi¬ 
tion, cost data may then be requested, 
unless there are other bases (e.g., pricing 
data) available for evaluating the rea¬ 
sonableness of the quoted price. When 
there is not adequate price competition 
and cost analysis is necessary, the extent 
of the analysis should be limited to that 
necessary to assure reasonableness of 
pricing result, taking into consideration 
the amount of the proposed contract and 
the cost and time needed to accumulate 
the necessary data for analysis. 

(b) Price analysis. (1) Price analysis 
is the process of examining and evaluat¬ 
ing a prospective price by the use of 
price data not including a contractor’s 
or subcontractor’s cost data. Price anal¬ 
ysis may be accomplished in various 
ways including the following: 

(i) The comparison of the price 
quotations submitted; 

(ii) The comparison of prior quota¬ 
tions and contract prices with current 
quotations for the same or similar end 
items (to provide a suitable basis for 
comparison, appropriate allowances must 
be made for differences in such factors 
as specifications, quantities ordered, time 
for delivery, Government-furnished ma¬ 
terials, and the general level of business 
and prices); 

(iii) The use of rough yardsticks (such 
as dollars per pound, per horsepower, 
other units) to point up apparent gross 
inconsistencies which should be sub¬ 
jected to greater pricing inquiry; 

(iv) The comparison of prices set forth 
in published price lists issued on a com¬ 
petitive basis, published market prices 
of commodities and similar indicia, to¬ 
gether with discount or rebate arrange¬ 
ments; and 
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(v) The comparison of proposed prices 
with estimates of cost independently 
developed by personnel within the pur¬ 
chasing activity; 

(2) Price analysis, without resort to 
cost analysis, shall be used to support 
the reasonableness of awards when there 
is adequate price competition or when 
price analysis in accordance with sub- 
paragraph (1) of this paragraph, by it¬ 
self, provides a reasonable basis for 
award. 

(c) Cost analysis. (1) Cost analysis, 
as distinguished from price analysis, is 
the process of: (i) Obtaining a break¬ 
down of cost from prospective contrac¬ 
tors or subcontractors (see § 16.206); 

(ii) the appropriate verification of cost 
data; (iii) the evaluation of specific ele¬ 
ments of cost; and (iv) the projection 
of these data to determine the effect on 
prices of such factors as: 

(a) The necessity for certain costs; 

(b) The reasonableness of amounts 
estimated for the necessary costs; 

(c) Allowances for contingencies; 

( d ) The basis used for allocation of 
overhead costs; and 

( e ) The appropriateness of allocation 
of particular overhead costs to the pro¬ 
posed contract. 

(2) Among the evaluations that should 
be made where the necessary data are 
available, are comparisons of a contrac¬ 
tor’s or offeror’s current estimated costs 

with: . 

(i) Actual costs previously incurred 
by the contractor or offeror; 

(ii) And with his last prior cost esti¬ 
mate for the same or similar item or 
with a series of prior estimates; 

(iii) Current cost estimates from other 
possible sources; and 

(iv) Prior estimates of historical costs 
of other contractors manufacturing the 
same or similar items. 

(3) Forecasting future trends in costs 
from historical cost experience is of 
primary importance in pricing. In 
periods of either rising or declining costs, 
an adequate cost analysis must include 
some evaluation of the trends. In cases 
involving production of recently de¬ 
veloped, complex equipment, even in 
periods of relative price stability, trend 
analysis of basic labor and materials 
costs should be undertaken. 

§ 3.807-3 Cost and pricing data. 

(a) When there is adequate price com¬ 
petition cost data shall not be requested. 
However, in the absence of adequate 
price competition or other basis for as¬ 
suring reasonableness of price, the nego¬ 
tiating team must analyze the contrac¬ 
tor’s proposals and must be in possession 
of accurate, complete, and current cost 
or pricing data before decisions are made 
on contract prices. Accordingly, the 
contractor should be required to furnish 
such data promptly as it becomes avail¬ 
able throughout the negotiation process. 

(b) The contracting officer shall re¬ 
quire the contractor to submit cost or 
pricing data and to certify, by use of 
the certificates set forth in § 3.807-4, 
that, to the best of his knowledge and 
belief, the cost or pricing data he sub¬ 
mitted was accurate, complete, and cur- 
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(1) The award of any cost-reimburse¬ 
ment type, incentive, or price indeter¬ 
minable contract regardless of dollar 
amount; 

(2) The award of any firm fixed-price 
or fixed-price with escalation negotiated 
contract expected to exceed $100,000 in 
amount; 

(3) Any contract modification ex¬ 
pected to exceed $100,000 in amount to 
any formally advertised or negotiated 
contract whether or not cost or pricing 
data was required in connection with 
the initial pricing of the contract; 

(4) The award of any negotiated con¬ 
tract not expected to exceed $100,000 in 
amount or any contract modification not 
expected to exceed $100,000 in amount 
to any formally advertised or negotiated 
contract whether or not cost or pricing 
data was required in connection with 
the initial pricing of the contract, pro¬ 
vided the contracting officer considers 
that the circumstances warrant such 
action; unless, in the case of subpara¬ 
graphs (1), (2), or (4) of this paragraph, 
the price negotiated is based on ade¬ 
quate price competition, established 
catalog or market prices of commercial 
items sold in substantial quantities to 
the general public, or prices set by law 
or regulation. The requirements under 
subparagraphs (1), (2), and (3) of this 
paragraph may be waived in exceptional 
cases where the Secretary (or, in the 
case of a contract with a foreign govern¬ 
ment or agency thereof, the Head of a 
Procuring Activity) authorizes such 
waiver and states in writing his reasons 
for such determination. When a Cer¬ 
tificate of Current Cost or Pricing Data 
is required, the applicable clauses in 
§§ 7.104-29 and 7.104-42 of this chapter 
shall be included in the contract, and 
the appropriate clause in § 7.104-41 of 
this chapter shall be used if required in 
accordance with that section. 

(c) Any contractor who has been re¬ 
quired to submit and certify cost or pric¬ 
ing data in accordance with paragraph 
(b) of this section shall also be required 
to obtain cost or pricing data from his 
subcontractors under the circumstances 
set forth in the appropriate clause in 
§ 7.104-42 of this chapter. 


§ 3.807-4 Certificate of current cost or 
pricing data. 

When a certification of cost or pricing 
data is required in accordance with 
§ 3.807-3, it shall be in the form set forth 
below and shall be included in the con¬ 
tract file along with the memorandum of 
the negotiation: 

This is to certify that, to the best of my 
knowledge and belief: ... 

(i) complete [pricing data] [and] [cost 

data] * current as of-have been 

(Date) 

considered in preparing the -** 

(Date) 

and submitted to the Contracting Officer or 
his representative; 


rent nrior to: 


♦Select one or more of the bracketed 
series of words, as appropriate, for submis¬ 
sion involved. 

♦♦Describe the proposal, quotation, re¬ 
quest for price adjustment, or other sub¬ 
mission involved, giving appropriate identi- 
fving number (e.g. RFP No.). 
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(ii) all significant changes In the above 

data which occurred since the aforemen¬ 
tioned date through _*** have 

(Date) 

been similarly submitted; 
and no more recent significant change in 
such data was known to the undersigned at 
the time of executing this certificate; and 

(iii) all of the data submitted are accurate. 

Name_ 

Title _II 

Firm _ 


(Date of execution) 

Note that 18 U.S.C. 1001 prescribes crim¬ 
inal penalties for making false representa¬ 
tions to the Government. (Nov. 1962) 

***This date shall be as close to the date 
of agreement on the negotiated price or fee 
as is practicable. 

§ 3.807—5 Defective cost or pricing data. 

Where any price to the Government, 
including profit or fee and including 
price adjustments, must be negotiated 
largely on the basis of cost or pricing 
data furnished by the contractor, it is 
essential that all data that might rea¬ 
sonably affect the price negotiations be 
disclosed and that such data be accu¬ 
rate, complete, and current (see §§ 3.807- 
3 and 3.807-4). If an agreed price in¬ 
cludes amounts which can only be at¬ 
tributed to erroneous or incomplete cost 
or pricing data, it is not a fair price and 
the resultant profits are not earned 
profits. Where negotiations are to be 
conducted on the basis of full disclosure, 
failure of one party to proceed on that 
basis undercuts full mutual assent to the 
price negotiated so that, in this sense, 
the price is not fully agreed to, and fair¬ 
ness warrants its adjustment. The 
clauses set forth in § 7.104-29 of this 
chapter are designed to give the Govern¬ 
ment in such a case an enforceable con¬ 
tract right to a price adjustment, that is, 
to a reduction in the price of what it 
demonstrably would have been if the 
contractor had not failed to disclose sig¬ 
nificant and reasonably available data 
or had not furnished defective data. 

§ 3.807—6 Refusal to provide cost or 
pricing data. 

If cost or pricing data from the con¬ 
tractor is required to permit adequate 
analysis of the contractor’s proposal, in 
accordance with § 3.807-3 and the con¬ 
tractor has refused to provide such data, 
the contracting officer shall use those 
means available to him to attempt to se¬ 
cure such data. If the contractor per¬ 
sists in his refusal to provide necessary 
data, the contracting officer shall with¬ 
hold making the award or price adjust¬ 
ment. In such event, he shall refer the 
procurement action to higher echelons 
of the Department. Such referral shall 
include a complete statement of the at¬ 
tempts made to resolve the matter, in¬ 
cluding (a) steps taken to secure essen¬ 
tial cost data, (b) efforts to secure the 
contractor’s cooperation in the estab¬ 
lishment of a satisfactory business rela¬ 
tionship, (c) any assurances offered, 
such as agreements to adequately safe¬ 
guard information furnished, and (d) a 
statement concerning the practicability 
of obtaining the supplies or services from 
another source of supply. 


RULES AND REGULATIONS 

§ 3.807-7 Unacceptable substitutes for 
pricing negotiations. 

A Certificate of Current Cost or Pric¬ 
ing Data (see § 3.807-4) shah not be con¬ 
sidered a substitute for examination and 
analysis of the contractor’s proposal. 
Contracting officers shall not rely on 
profit limiting statutes as remedies for 
ineffective pricing. 

§ 3.807—8 Evaluation and pricing of in¬ 
dividual contracts. 

Each contract shall be priced separ¬ 
ately and independently, and no consid¬ 
eration shall be given to losses or profits 
realized or anticipated in the perform¬ 
ance of other contracts. This prohibi¬ 
tion neither prevents the negotiation of 
fixed overhead and other rates applica¬ 
ble to several contracts during annual or 
other specific periods nor prohibits for¬ 
ward pricing agreements applicable to 
several contracts. A proposed price re¬ 
duction under another contract or other 
contracts shall not be used as an evalua¬ 
tion factor. 

§ 3.807—9 Specified contingencies. 

When a contract is to include a provi¬ 
sion for adjustment of price upon the 
happening of a specified contingency 
(e.g., escalation clauses, Government- 
furnished property clauses, tax clauses), 
the contract price should not include any 
amount on account of such contingency. 

§ 3.807—10 Subcontracting considera¬ 
tions in cost analysis. 

(a) The amount and quality of sub¬ 
contracting may be a major factor in¬ 
fluencing price. Since a large portion of 
the procurement dollar is spent by prime 
contractors in subcontracting for work, 
raw materials, parts, and components, 
efficient purchasing practices by a con¬ 
tractor will contribute heavily toward ef¬ 
ficient and economic production. While 
basic responsibility rests with the prime 
contractor for decisions to make or buy, 
for selection of subcontractors and for 
subcontract prices and subcontract per¬ 
formance, the contracting officer must 
have adequate knowledge of these ele¬ 
ments and their effect on prime contract 
prices. Therefore, contractors’ “make- 
or-buy” programs and proposed subcon¬ 
tracts should be reviewed in accordance 
with Subpart I of this part and the in¬ 
formation from such review should be 
used in negotiating prime contract 
prices. Even though not specifically re¬ 
quired by Subpart I of this part, the con¬ 
tracting officer should, where appropri¬ 
ate, elicit from the offeror or contractor 
information concerning: 

(1) The purchasing practices of the 
prime contractor; 

(2) The principal components to be 
subcontracted and the contemplated sub¬ 
contractors, including (i) the degree of 
competition obtained, (ii) cost or price 
analyses or price comparisons accom¬ 
plished, including accurate, complete, 
and current cost or pricing data, and 
(iii) the extent of subcontract super¬ 
vision; 

(3) The types of subcontracts; i.e., 
firm fixed-price or other (see §3.401); 
and 


(4) The estimated total extent of sub¬ 
contracting, including procurement of 
purchased parts and materials. 

(b) In the review of subcontracting 
there should be assurance that the con¬ 
tractors obtain competition, if available, 
from qualified sources in their award of 
subcontracts to the extent consistent 
with the procurement of the required 
services or supplies. Contractors shall 
be required to undertake appropriate 
price analysis (see § 3.807-2(b)> in all 
significant subcontract transactions, and 
to undertake cost analysis (see § 3.807- 
2(c)) if competition is not available or 
does not yield reasonable subcontract 
prices. Where the contracting officer’s 
consent to subcontract is required (see 
§ 3.903) price or cost analysis shall be re¬ 
quired as a condition to such consent. 

(c) Where subcontracts are placed on 
a price redetermination or fixed-price 
incentive basis, it is particularly im¬ 
portant in negotiating revisions of prime 
contract prices that there be substantial 
assurance that there was initial close 
pricing of subcontracts. Also, contract¬ 
ing officers should be alert to the risk of 
establishing firm redetermined prime 
contract prices while a major subcon¬ 
tract is still subject to price redetermina¬ 
tion and may eventually be redetermined 
at a price far lower than that ascribed 
to it in redetermining the prime contract 
price, with consequent profits to the con¬ 
tractor far in excess of those contem¬ 
plated in the prime contract price nego¬ 
tiation. However, in some cases, it may 
be appropriate to negotiate firm contract 
prices even though the contractor has not 
yet established final subcontract prices, 
if the contracting officer can justify as 
reasonable the amount included for sub¬ 
contracting, e.g., where fairly definite 
cost data on subcontract prices are avail¬ 
able. In other cases, where certain sub¬ 
contracts are subject to redetermination 
and available cost data on these subcon¬ 
tracts are highly indefinite but other 
circumstances require prompt negotia¬ 
tion of revised prime contract prices the 
contract modification which evidences 
the revised contract prices should provide 
for adjustment of the total amount paid 
or to be paid under the contract on ac¬ 
count of subsequent redetermination of 
specified subcontract. This may be done 
by including in the contract modification 
a provision substantially as follows: 

Promptly upon the establishment of firm 
prices for each of the subcontracts listed 
below, the Contractor shall submit, in such 
form and detail as the Contracting Officer 
may reasonably require, a statement of costs 
incurred in the performance of such sub¬ 
contract and the firm price established there¬ 
for. Thereupon, notwithstanding any other 
provisions of this contract as amended by 
this modification, the Contractor and the 
Contracting Officer shall negotiate an equi¬ 
table adjustment In the total amount paid or 
to be paid under this contract to reflect such 
subcontract price revision. The equitable 
adjustment shall be evidenced by a modifica¬ 
tion to this contract, signed by the Con- 

1958) 0r and thG Contracting ° fficer - (Jun. 

[List subcontracts] 

(d) In negotiating prime contracts 
where the award is not determined by 
adequate price competition and in con- 
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senting to cost-plus-fee subcontracts, 
the contracting officer shall make every 
effort to insure that fees (target fees 
in the case of cost-plus-incentive-fee 
subcontracts) under such subcontracts 
never exceed: 

(1) Ten percent (10%) of the esti¬ 
mated cost, exclusive of fee, in the case 
of any subcontract for experimental, de¬ 
velopmental, or research work; or 

(2) Seven percent (7%) of the esti¬ 
mated cost, exclusive of fee, in the case 
of any other subcontract; 

unless the payment of higher fees is ap¬ 
proved by the Secretary concerned or his 
designees. (For cost -plus-incentive-fee 
subcontracts, the maximum fees shall 
not exceed fifteen percent (15%) in the 
case of experimental, developmental, or 
research work, or ten percent (10%) for 
any other subcontract). These limits 
should not be inserted in the prime con¬ 
tract because such action might tend to 
inflate fees customarily negotiated at 
lower rates. 

7. In § 3.808-2, paragraph (a) is re¬ 
vised to read as follows; 

§ 3.808-2 Factors for determining fee 
or profit. 

* * * * * 

(a) Effect of competition. When 
competition is effective and proposals are 
on a firm fixed-price basis, the contract¬ 
ing officer normally need not consider 
in detail the amount of estimated profit 
included in a price. When effective com¬ 
petition is lacking, and in all cases where 
cost analysis is performed in accordance 
with § 3.807-2(c) the estimate for profit, 
target profit or fee, or the proposed fixed 
fee should be analyzed in the same man¬ 
ner as all other elements of price, evalu¬ 
ating the factors set forth in this section 
and § 3.808-1. 

***** 

8. In § 3.901(a), the reference 
“§ 3.807-5” is changed to read “3.807-10”. 

9. In § 3.903-1, revise clause heading 
and clause paragraph (c) (iii) in para¬ 
graph (a); and revoke paragraph (d); 
and in § 3.903-4, revise paragraphs (a) 
(5) and (b) (2), as follows: 

§ 3.903—1 Contract clauses. 

***** 

Subcontracts (Nov. 1962) 


(c) * * * 

(iii) The proposed subcontract price, to¬ 
gether with the Contractor’s cost or price 
analysis thereof, including current, complete, 
and correct cost or pricing data accompanied 
with a certificate from the subcontractor to 
the effect that all cost or pricing data has 
been considered by the subcontractor in pre¬ 
paring his proposal and that such data is 
current, and has been provided the Con¬ 
tractor; and 


(d) [Revoked] 

§ 3.903—4 Review of individual subcon¬ 
tracts. 

(a) * * * 

(5) Cost or price analysis or price 
comparisons accomplished, with particu¬ 
lar attention to whether cost or pricing 
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data are current, complete, and correct 
(see §§ 1.303 and 3.807-3); 

* * • • * 

(b) * * * 

(2) subcontracts are for items for 
which there is no competition or for 
which the proposed prices appear un¬ 
reasonable (see § 3.807-10(b)); 


PART 4—SPECIAL TYPES AND METH¬ 
ODS OF PROCUREMENT 

10. Paragraph (a) of § 4.205*-5 is re¬ 
vised to read as follows: 

§ 4.205-5 Evaluation of price and costs. 

(a) While cost or price should not be 
the controlling factor in selecting a con¬ 
tractor for a research or development 
contract, cost or price should not be dis¬ 
regarded in the choice of the contractor. 
It is important to evaluate a proposed 
contractor’s cost or price estimate, not 
only to determine whether the estimate 
is reasonable, but also to determine his 
understanding of the project arid ability 
to organize and perform the contract. 
The most useful tools for this purpose are 
price analysis and cost analysis (see 
§ 3.807-2). 

***** 

11. In § 4.205-6, the reference “§ 3.807- 

5(d)”, near the end of the section, is 
changed to “§ 3.807-10(d) ”; and in 
§ 4.210, the reference “§ 3.807-5” near 
the end of the section, is changed to 
"§ 3.807-10”. _ 

PART 5—interdepartmental and 
COORDINATED PROCUREMENT 

12. In the listing in § 5.1202-1, and the 
heading “Defense Construction Supply 
Center, Columbus, Ohio” immediately 
before the heading “Construction Sup¬ 
plies”; and add the heading “Defense 
Medical Supply Center, Brooklyn, New 
York” immediately before the heading 
“Medical, Dental, Veterinary, and Re¬ 
lated Equipment and Supplies”. 


PART 7—CONTRACT CLAUSES 

13. Section 7.102 is redesignated as 
§ 7.101 and new § 7.102 is added, as 
follows: 

§ 7.101 Applicability. [Redesignation] 

§ 7.102 Contracts subject in part to in¬ 
centive price revision. 

When a contract is partly a firm fixed- 
price contract and partly a fixed-price 
incentive contract, the clauses required 
for both types of contracts shall be in¬ 
cluded. When any provision is ap¬ 
plicable only to firm fixed-price items, 
or only to items subject to incentive price 
revision, such provision shall be so 
labeled. 

14. A sentence is added to § 7.103-2; 
§§ 7.103-5 and 7.104-29 are revised; and 
new §§ 7.104-41 and 7.104-42 are added, 
as follows: 

§ 7.103—2 Changes. 

***** 

In accordance with Public Law 87-653, 
prior to the pricing of any change order 
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that is expected to exceed $100,000, the 
contracting officer shall require the con¬ 
tractor to furnish a Certificate of Cur¬ 
rent Cost or Pricing Data (see § 3.807-4) 
and shall assure that the contract in¬ 
cludes or is modified to include a De¬ 
fective Pricing Data clause (see §7.104- 
29). 

§ 7.103—5 Inspection. 

(a) The following clause shall be in¬ 
serted in all fixed-price supply contracts 
except fixed-price incentive contracts 
and contracts utilizing either the clause 
in § 7.109-3 or that in § 7.109-4. 

Inspection (May 1958) 

(a) All supplies (which term throughout 
this clause includes without limitation raw 
materials, components, intermediate as¬ 
semblies, and end products) shall be subject 
to inspection and test by the Government, to 
the extent practicable at all times and places 
including the period of manufacture, and in 
any event prior to acceptance. 

(b) In case any supplies or lots of supplies 
are defective in material or workmanship or 
otherwise not in conformity with the require¬ 
ments of this contract, the Government shall 
have the right either to reject them (with or 
without instructions as to their disposition) 
or to require their correction. Supplies or 
lots of supplies which have been rejected or 
required to be corrected shall be removed or, 
if permitted or required by the Contracting 
Officer, corrected in place by and at the ex¬ 
pense of the Contractor promptly after no¬ 
tice, and shall not thereafter be tendered 
for acceptance unless the former rejection 
or requirement of correction is disclosed. 
If the Contractor fails promptly to remove 
such supplies or lots of supplies which are 
required to be removed or promptly to re¬ 
place or correct such supplies or lots of sup¬ 
plies, the Government either (i) may by 
contract or otherwise replace or correct such 
supplies and charge to the Contractor the 
most occasioned* the Government thereby; or 
(ii) may terminate this contract for default 
as provided in the clause of this contract 
entitled “Default.” Unless the Contractor 
corrects or replaces such supplies within the 
delivery schedule, the Contracting Officer 
may require the delivery of such supplies at 
a reduction in price which is equitable under 
the circumstances. Failure to agree to such 
reduction of price shall be a dispute con¬ 
cerning a question of fact within the mean¬ 
ing of the clause of this contract entitled 
“Disputes.” 

(c) If any inspection or test is made by 
the Government on the premises of the Con¬ 
tractor or a subcontractor, the Contractor 
without additional charge shall provide all 
reasonable facilities and assistance for the 
safety and convenience of the Government 
inspectors in the performance of their duties. 
If Government inspection or test is made at 
a point other than the premises of the Con¬ 
tractor or a subcontractor, it shall be at the 
expense of the Government except as other¬ 
wise provided in this contract; Provided, 
That in case of rejection the Government 
shall not be liable for any reduction in value 
of samples used in connection with such in¬ 
spection or test. All inspections and tests 
by the Government shall be performed in 
such a manner as not to unduly delay the 
work. The Government reserves the right 
to charge to the Contractor any additional 
cost of Government inspection and test when 
supplies are not ready at the time such in¬ 
spection and test is requested by the Con¬ 
tractor or when reinspection or retest is 
necessitated by prior rejection. Acceptance 
or rejection of the supplies shall be made as 
promptly as practicable after delivery, except 
as otherwise provided in this contract; but 
failure to inspect and accept or reject sup- 
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plies sh.aU neither relieve the Contractor 
from responsibility for such supplies as are 
not in accordance with the contract require¬ 
ments nor impose liability on the Govern¬ 
ment therefor. 

(d) The inspection and test by the Gov¬ 
ernment of any supplies or lots thereof does 
not relieve the Contractor from any re¬ 
sponsibility regarding defects or other fail¬ 
ures to meet the contract requirements which 
may be discovered prior to acceptance. Ex¬ 
cept as otherwise provided in this contract, 
acceptance shall be conclusive except as re¬ 
gards latent defects, fraud, or such gross mis¬ 
takes as amount to fraud. 

(e) The Contractor shall provide and 
maintain an inspection system acceptable to 
the Government covering the supplies here¬ 
under. Records of all inspection work by the 
Contractor shall be kept complete and avail¬ 
able to the Government during the perform¬ 
ance of this contract and for such longer 
period as may be specified elsewhere in this 
contract. 

(b) The clause set forth in paragraph 

(a) of this section shall be included in 
all fixed-price incentive contracts ex¬ 
cept that paragraph (b) thereof shall be 
deleted and the following substituted: 

(b) In case any supplies or lots of sup¬ 
plies are defective in material or workman¬ 
ship or otherwise not in conformity with the 
requirements of this contract, the Govern¬ 
ment shall have the right either to reject 
them (with or without instructions as to 
their disposition) or to require their cor¬ 
rection. Supplies or lots of supplies which 
have been rejected or required to be cor¬ 
rected shall be removed or, if permitted or 
required by the Contracting Officer, cor¬ 
rected in place by the Contractor promptly 
after notice, and shall not thereafter be 
tendered for acceptance unless the former 
rejection or requirement of correction is 
disclosed. Prior to establishment of the 
total final price, the cost of replacement or 
correction shall be considered as a cost in¬ 
curred, or to be incurred, for the purpose 
of negotiating the total final negotiated cost 
under the incentive price revision clause of 
this contract. After the establishment of 
the total final price, all replacements or 
corrections made by the Contractor shall be 
accomplished at no increase in the total final 
price. If the Contractor fails either prompt¬ 
ly to remove such supplies or lots of supplies, 
which are required to be removed, or prompt¬ 
ly to replace or correct such supplies or lots 
of supplies, the Government either (i) may 
by contract or otherwise replace or correct 
such supplies, and equitably reduce any 
target price, or, if it is established, the total 
final price of this contract; or (ii) may ter¬ 
minate this contract for default as provided 
in the clause of this contract entitled 
Default.” Unless the Contractor corrects 
or replaces such supplies within the de¬ 
livery schedule, the Contracting Officer may 
require the delivery of such supplies, and 
equitably reduce any target price or, if it is 
established, the total final price of this con¬ 
tract. Failure to agree to such equitable 
reduction shall be a dispute concerning a 
question of fact within the meaning of the 
clause of this contract entitled "Disputes.” 

(c) The clause set forth in parargraph 
(a) of this section shall be included in 
contracts utilizing either the clause in 
§ 7.109-3 or that in § 7.109-4, except 
that paragraph (b) shall be deleted and 
the following substituted : 

(b) In case any supplies or lots of sup¬ 
plies are defective in material or workman¬ 
ship or otherwise not in conformity with 
the requirements of this contract, the Gov¬ 
ernment shall have the right either to reject 
them (with or without instructions as to 


their disposition) or to require their cor¬ 
rection. Supplies or lots of supplies which 
have been rejected or required to be corrected 
shall be removed or, if permitted or re¬ 
quired by the Contracting Officer, corrected 
in place by the Contractor promptly after 
notice, and shall not thereafter be tendered 
for acceptance unless the former rejection 
or requirement of correction is disclosed. 
Prior to the establishment of the redeter¬ 
mined prices, the cost of replacement, or 
correction shall be considered as a cost in¬ 
curred, or to be incurred, for the purpose 
of negotiation to redetermine the fair and 
reasonable contract prices under the price 
redetermination clause of this contract. 
After the establishment of the redetermined 
prices all replacements shall be accomplished 
at no increase in the redetermined prices. 
If the Contractor fails either promptly to 
remove such supplies or lots of supplies 
which are required to be removed, or 
promptly to replace or correct such supplies 
or lots of supplies, the Government either 

(i) may by contract or otherwise replace or 
correct such supplies and equitably reduce 
the initial contract prices, if it is established, 
the redetermined prices of this contract, or 

(ii) may terminate this contract for default 
as provided in the clause of this contract 
entitled "Default.” Unless the Contractor 
corrects or replaces such supplies within the 
delivery schedule, the Contracting Officer may 
require the delivery of such supplies, and 
equitably reduce the initial contract price 
or, if it is established, the redetermined 
prices of this contract. Failure to agree to 
such equitable reduction shall be a dispute 
concerning a question of fact within the 
meaning of the clause of this contract en¬ 
titled "Disputes.” 

§ 7.104—29 Price reduction for defective 
cost or pricing data. 

(a) The following clause shall be in¬ 
serted in any cost-reimbursement type, 
price redeterminable, or incentive con¬ 
tract. It shall also be inserted in any 
other negotiated contract over $100,000 
except where the price is based on ade¬ 
quate price competition, established cat¬ 
alog or market prices of commercial items 
sold in substantial quantities to the gen¬ 
eral public, or prices set by law or regu¬ 
lation. In addition, the contracting offi¬ 
cer shall include this clause in other ne¬ 
gotiated contracts for which he has ob¬ 
tained a certificate of current cost or 
pricing data in accordance with § 3.807- 
3(b)(4) of this chapter, in connection 
with the initial pricing of the contract, 
and in such cases paragraph (c) may be 
appropriately modified in respect to sub¬ 
contracts of less than $100,000. 

Price Reduction for Defective Cost or 
Pricing Data (Nov. 1962) 

(a) If the Contracting Officer determines 
that any price, including profit or fee, nego¬ 
tiated in connection with this contract was 
increased by any significant sums because 
the Contractor, or any subcontractor in con¬ 
nection with a subcontract covered by (c) 
below, furnished incomplete or inaccurate 
cost or pricing data or data not current as 
certified in the Contractor’s Certificate of 
Current Cost or Pricing Data, then such price 
shall be reduced accordingly and the contract 
shall be modified in writing to reflect such 
adjustment. 

(b) Failure to agree on a reduction shall 
be a dispute concerning a question of fact 
within the meaning of the "Disputes” clause 
of this contract. 

(c) The Contractor agrees to insert the 
substance of paragraphs (a) and (c) of this 
clause in each of his cost-reimbursement 
type, price-redeterminable, or incentive sub¬ 


contracts hereunder, and in any other sub¬ 
contract hereunder in excess of $100,000 un¬ 
less the price is based in adequate price 
competition, established catalog or market 
prices of commercial items sold in substan¬ 
tial quantities to the general public, or 
prices set by law or regulation. In each such 
expected subcontract hereunder which ex¬ 
ceeds $100,000, the Contractor shall insert 
the substance of the following clause. 

Price Reduction for Defective Cost or Pric¬ 
ing Data—Price Adjustments 

(a) This clause shall become operative 
only with respect to any change or other 
modification made pursuant to one or more 
provisions of this contract which involves a 
price adjustment in excess of $100,000. The 
right to price reducation under this clause 
shall be limited to such price adjustments. 

(b) If the Contractor determines that any 
price, including profit or fee, negotiated in 
connection with any price adjustment under 
this contract was increased by any signifi¬ 
cant sums because the subcontractor or any 
of his subcontractors in connection with a 
subcontract covered by paragraph (c) be¬ 
low, furnished incomplete or inaccurate cost 
or pricing data or data not current as of 
the date of execution of the subcontractor’s 
certificate of current cost or pricing data, 
then such price shall be reduced accord¬ 
ingly and the subcontract shall be modified 
in writing to reflect such adjustment. 

(c) The subcontractor agrees to insert the 
substance of this clause in each subcontract 
hereunder which exceeds $100,000. 

(b) Insert the following clause in all 
contracts, both formally advertised and 
negotiated, in excess of $100,000 other 
than those described in paragraph (a) 
of this section. 

Price Reduction for Defective Cost or Pric¬ 
ing Data—Price Adjustments (Nov. 1962) 

(a) This clause shall become operative only 
with respect to any change or other modifi¬ 
cation made pursuant to one or more provi¬ 
sions of this contract which involves a price 
adjustment in excess of $100,000. The right 
to price reduction under this clause shall 
be limited to such price adjustments. 

(b) If the Contracting Officer determines 
that any price, including profit, or fee, ne¬ 
gotiated in connection with any price ad¬ 
justment under this contract was increased 
by any significant sums because the Con¬ 
tractor or any subcontractor in connection 
with a subcontract covered by paragraph (d) 
below, furnished incomplete or inaccurate 
cost or pricing data or data not current as 
of the date of execution of the Contractor’s 
Certificate of Current Cost or Pricing Data, 
when such price shall be reduced accord¬ 
ingly and the contract shall be modified in 
writing to reflect such adjustment. 

(c) Failure to agree on a reduction shall 
be a dispute concerning a question of fact 
within the meaning of the "Disputes” clause 
of this contract. 

(d) The Contractor agrees to insert the 
substance of paragraphs (a), (b), and (d) 
of this clause in each subcontract hereunder 
that exceeds $100,000. 

(c) The requirement for inclusion of 
the above clauses in contracts with for¬ 
eign governments or agencies thereof 
may be waived in exceptional cases by the 
Head of a Procuring Activity, stating in 
writing his reasons for such determina¬ 
tion. 

§ 7.104—41 Audit and records. 

(a) Insert the following clause only 
in firm fixed-price and fixed-price with 
escalation negotiated contracts which 
exceed $100,000, except where the price 
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negotiated is based on adequate price 
competition, established catalog or 
market prices of commercial items sold 
in substantial quantities to the general 
public, or prices set by law or regulation. 

Audit (Nov. 1962) 

(a) For purposes of verifying that cost 
or pricing data submitted, in conjunction 
with the negotiation of this contract or any 
contract change or other modification involv¬ 
ing an amount in excess of $100,000 are ac¬ 
curate, complete, and current, the Contract¬ 
ing Officer, or his authorized representatives, 
shall—until the expiration of three years 
from the date of final payment under this 
contract—have the right to examine those 
books, records, documents and other sup¬ 
porting data which will permit adequate 
evaluation of the cost or pricing data sub¬ 
mitted, along with the computations and 
projections used therein, which were avail¬ 
able to the Contractor as of the date of ex¬ 
ecution of the Contractor’s Certificate of 
Current Cost or Pricing Data. 

(b) The Contractor agrees to insert the 
substance of this clause including this para¬ 
graph (b) in all subcontracts hereunder in 
excess of $100,000 unless the price is based 
on adequate price competition, established 
catalog or market prices of commercial items 
sold in substantial quantities to the gen¬ 
eral public, or prices set by law or regula¬ 
tion. 

(b) Insert the following clause in 
formally advertised contracts which are 
expected to exceed $100,000, and in firm 
fixed-price and fixed-price with escala¬ 
tion negotiated contracts which exceed 
$100,000 when the price is based on ade¬ 
quate price competition, established cat¬ 
alog or market prices of commercial 
items sold in substantial quantities to 
the general public, or prices set by law or 
regulation. In negotiated contracts, de¬ 
lete from paragraph (b) of the clause 
the words “the Comptroller General of 
the United States.” 

Audit—Price Adjustments (Nov. 1962) 

(a) This clause shall become operative 
only with respect to any change or other 
modification made pursuant to one or more 
provisions of this contract which involves a 
price adjustment in excess of $100,000, unless 
the price adjustment is based on adequate 
price competition, established catalog or 
market prices of commercial items sold in 
substantial quantities to the general public, 
or prices set by law or regulation. 

(b) For purposes of verifying that cost or 
pricing data submitted in conjunction with 
a contract change or other modification in¬ 
volving an amount in excess of $100,000 are 
accurate, complete, and current, the Con¬ 
tracting Officer, the Comptroller General of 
the United States, or any authorized repre¬ 
sentatives, shall—until the expiration of 
three years from the date of final payment 
under this contract—have the right to ex¬ 
amine those books, records, documents and 
other supporting data which will permit ade¬ 
quate evaluation of the cost or pricing data 
submitted, along with the computations and 
projections used therein, which were avail¬ 
able to the Contractor as of the date of exe¬ 
cution of the Contractor’s Certificate of Cur¬ 
rent Cost or Pricing Data. 

(c) The Contractor agrees to insert the 
substance of this clause including this para¬ 
graph (c) in all subcontracts hereunder in 
excess of $100,000 unless the price is based 
on adequate price competition, established 
catalog or market prices of commercial items 
sold in substantial quantities to the general 
public, or prices set by law or regulation. 
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(c) Insert the following clause in any 
negotiated cost-reimbursement type in¬ 
centive, or price redeterminable contract. 

Audit and Records (Nov. 1962) 

(a) The Contractor shall maintain books, 
records, documents, and other evidence and 
accounting procedures and practices, suffi¬ 
cient to reflect properly all direct and in¬ 
direct costs of whatever nature claimed to 
have been incurred and anticipated to be 
incurred for the performance of this con¬ 
tract. The foregoing constitute “records” 
for the purposes of this clause. 

(b) The Contractor’s plants, or such part 
thereof as may be engaged in the perform¬ 
ance of this contract, and his records shall 
be subject at all reasonable times to inspec¬ 
tion and audit by the Contracting Officer or 
his authorized representative. 

(c) The Contractor shall preserve and 
make available his records (i) until the ex¬ 
piration of three years from the date of final 
payment under this contract, and (ii) for 
such longer period, if any, as is required by 
applicable statute, or by other clauses of this 
contract, or by (A) or (B) below. 

(A) If this contract is completely or par¬ 
tially terminated, the records relating to the 
work terminated shall be preserved and made 
available for a period of three years from 
the date of any resulting final settlement. 

(B) Records which relate to (i) appeals 
under the “Disputes” clause of this con¬ 
tract, or (ii) litigation or the settlement of 
claims arising out of the performance of this 
contract, shall be retained until such appeals, 
litigation, or claims have been disposed of. 

(d) (1) The Contractor shall insert the 
substance of this clause, including the whole 
of this paragraph (d), in each subcontract 
hereunder that is not on a firm fixed-price 
basis. 

(2) The Contractor shall insert the sub¬ 
stance of the following clause in each firm 
fixed-price subcontract hereunder in excess 
of $100,000, except those subcontracts covered 
by subparagraph (3) below. 

Audit 

(a) For purposes of verifying that cost or 
pricing data submitted in conjunction with 
the negotiation of this contract or any con¬ 
tract change or other modification involving 
an amount in excess of $100,000 are accurate, 
complete, and current, the Contracting Of¬ 
ficer, or his duly authorized representatives, 
shall—until the expiration ot three years 
from the date of final payment under this 
contract—have the right to examine those 
books, records, documents, and other sup¬ 
porting data which will permit adequate 
evaluation of the cost or pricing data sub¬ 
mitted, along with the computations and 
projections used therein which were avail¬ 
able to the Contractor as of the date of exe¬ 
cution of the Contractor’s Certificate of Cur¬ 
rent Cost or Pricing Data. 

(b) The Contractor agrees to insert the 
substance of this clause including this 
paragraph (b) in all subcontracts hereunder 
in excess of $100,000 unless the price is based 
on adequate price competition, established 
catalog or market prices of commercial items 
sold in substantial quantities to the general 
public, or prices set by law or regulation. 

(3) The Contractor shall insert the sub¬ 
stance of the following clause in each firm 
fixed-price subcontract hereunder in excess 
of $100,000 where the price is based on ade¬ 
quate price competition, established catalog 
or market prices of commercial items sold 
in substantial quantities to the general 
public, or prices set by law or regulation. 

Audit—Price Adjustments 

(a) This clause shall become operative only 
with respect to any change or other modifi¬ 
cation made pursuant to one or more pro¬ 


2099 

visions of this contract which involves a 
price adjustment in excess of $100,000, unless 
the price adjustment is based on adequate 
price competition, established catalog or 
market prices of commercial items sold in 
substantial quantities to the general public, 
or prices set by law or regulation. 

(b) For the purposes of verifying that any 
cost or pricing data submitted in conjunc¬ 
tion with a contract change or other modifi¬ 
cation involving an amount in excess of 
$100,000 are adequate, complete, and cur¬ 
rent, the Contracting Officer, or his author¬ 
ized representatives, shall—until the expira¬ 
tion of three years from the date of final 
payment under this contract—have the right 
to examine those books, records, documents 
and other supporting data which will permit 
adequate evaluation of the cost or pricing 
data submitted, along with the computa¬ 
tions and projections used therein, which 
were available to the Contractor as of the 
date of execution of the Contractor’s Certfi- 
cate of Current Cost or Pricing Data. 

(c) The Contractor agrees to insert the 
substance of this clause including this para¬ 
graph (c) in all subcontracts hereunder in 
excess of $100,000, unless the price is based 
on adequate price competition, established 
catalog or market prices of commercial 
items sold in substantial quantities to the 
general public, or prices set by law or 
regulation. 

In cost-reimbursement type contracts 
that have separate periods of perform¬ 
ance and that are to include, in the 
Examination of Records clause pre¬ 
scribed by § 7.203-7, the alternate para¬ 
graph (a) (4) which is set forth in 
§ 7.203-7(b), the clause set forth above 
in this paragraph shall be modified by 
adding the following to paragraph (c) 
thereof: 

Notwithstanding the foregoing, the Con¬ 
tractor’s obligation to preserve and make 
available his records shall not extend beyond 
the period of his like obligation under the 
“Examination of Records” clause of this 
contract.* 

Such contracts may be administered as 
indicated in § 7.203-7(b). 

(d) The requirement for inclusion of 
the clauses in paragraphs (a) and (b) 
of this section may be waived for con¬ 
tracts with foreign governments or 
agencies thereof under circumstances 
where the requirement for the clauses 
in §§ 7.104-29 and 7.104-42 may be 
waived. 

§ 7.104—42 Subcontractor cost and pric¬ 
ing data. 

(a) The following clause shall be in¬ 
serted in any cost-reimbursement type, 
incentive, or price redeterminable con¬ 
tract. In addition, it shall also be in¬ 
serted on all other negotiated contracts 
over $100,000, except where the price is 
based on adequate price competition, es¬ 
tablished catalog or market prices of 
commercial items sold in substantial 
quantities to the general public, or prices 
set by law or regulation. The Contract¬ 
ing Officer may include this clause, with 
appropriate reduction in the dollar 
amounts included therein, in other 
negotiated contracts where a Certificate 
of Current Cost or Pricing Data is re¬ 
quired (see § 3.807-3(b) (4) of this 
chapter) in connection with initial pric¬ 
ing of the contract. 
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Subcontractor Cost and Pricing Data 
(Nov. 1962) 

(a) The Contractor shall require sub¬ 
contractors hereunder to submit cost or 
pricing data under the following circum¬ 
stances: (i) prior to award of any cost- 
reimbursement type, incentive, or price 
redeterminable subcontract; (ii) prior to 
award of any subcontract the price of which 
is expected to exceed $100,000 except where 
the-price thereof is based on adequate price- 
competition, established catalog or market 
prices of commercial items sold in substan¬ 
tial quantities to the general public, or prices 
set by law or regulation; (iii) prior to pricing 
of any subcontract change or other modifica¬ 
tion for which the price adjustment is ex¬ 
pected to exceed $100,000. 

(b) The Contractor shall require sub¬ 
contractors to certify, in substantially the 
same form as that used in the certificate by 
the Prime Contractor to the Government, 
that to the best of their knowledge and be¬ 
lief, the cost and pricing data submitted 
under (a) above is accurate, complete, and 
current as of the date of execution, which 
date shall be as close as possible to the date 
of agreement on the negotiated price of the 
subcontract. 

(c) The Contractor shall insert the sub¬ 
stance of this clause, including this para¬ 
graph (c), in each subcontract hereunder 
which exceeds $100,000, except where the 
price thereof is based on adequate price com¬ 
petition, established catalog or market prices 
of commercial items sold in substantial 
quantities to the general public, or prices set 
by law or regulation. In each such excepted 
subcontract hereunder in excess of $100,000 
the Contractor shall insert the substance of 
the following clause: 

Subcontractor Cost and Pricing Data— 
Price Adjustments 

(a) Paragraphs (b) and (c) of this clause 
shall become operative only with respect to 
any change or other modification made pur¬ 
suant to one or more provisions of this con¬ 
tract which involves a price adjustment in 
excess of $100,000. The requirements of this 
clause shall be limited to such price "adjust¬ 
ments. 

(b) The Contractor shall require sub¬ 
contractors hereunder to submit cost or 
pricing data under the following circum¬ 
stances: (i) prior to award of any cost- 
reimbursement type, incentive, or price re¬ 
determinable subcontract; (ii) prior to 
award of any subcontract, the price of which 
is expected to exceed $100,000 except where 
the price thereof is based on adequate price 
competition, established catalog or market 
prices of commercial items sold in substan¬ 
tial quantities to the general public or prices 
set by law or regulation; (iii) prior to the 
pricing of any subcontract change or other 
modification for which the price adjustment 
is expected to exceed $100,000. 

(c) The Contractor shall require sub¬ 
contractors to certify, in substantially the 
same form as that used in the Certificate by 
the Prime Contractor to the Government, 
that to the best of their knowledge and be¬ 
lief the cost and pricing data submitted 
under (b) above is accurate, complete, and 
current as of the date of the execution, 
which date shall be as close as possible to 
the date of agreement on the negotiated 
price of the contract modification. 

(d) The Contractor shall insert the sub¬ 
stance of this clause including this para¬ 
graph (d) in each subcontract hereunder 
which exceeds $100,000. 

(b) Insert the following clause in all 
contracts, both formally advertised and 
negotiated, which exceed $100,000 other 


than those described in paragraph (a) 
of this section: 

Subcontractor Cost and Pricing Data— 
Price Adjustments (Nov. 1962) 

(a) Paragraphs (b) and (c) of this clause 
shall become operative only with respect to 
any change or other modification made pur¬ 
suant to one or more provisions of this con¬ 
tract which involves a price adjustment in 
excess of $100,000. The requirements of 
this clause shall be limited to such price 
adjustments. 

(b) The Contractor shall require sub¬ 
contractors hereunder to submit cost or 
pricing data under the following circum¬ 
stances: (i) prior to award of any cost- 
reimbursement type, incentive, or price re¬ 
determinable subcontract; . (ii) prior to 
award of any subcontract the price of which 
is expected to exceed $100,000, except where 
the price thereof is based on adequate price 
competition, established catalog or market 
prices of commercial items sold in substan¬ 
tial quantities to the general public or prices 
set by law or regulation; (iii) prior to the 
pricing of any subcontract change or other 
modification for which the price adjustment 
is expected to exceed $100,000. 

(c) The Contractor shall require subcon¬ 
tractors to certify that to the best of their 
knowledge and belief the cost and pricing 
data submitted under (b) above is accurate, 
complete, and current as of the date of the 
execution, which date shall be as close as 
possible to the date of agreement on the 
negotiated price of the contract modification. 

(d) The Contractor shall insert the sub¬ 
stance of this clause including this para¬ 
graph (d) in each subcontract hereunder 
which exceeds $100,000. 

(c) The requirement for inclusion of 
the above clauses in contracts with 
foreign governments or agencies thereof 
may be waived in exceptional cases by 
the Head of a Procuring Activity, stating 
in writing his reasons for such deter¬ 
mination. 

15. Revise §§ 7.106, 7.107(a) and 7.108, 
and add new §§ 7.108-1 and 7.108-2, as 
follows: 

§ 7.106 Price escalation clauses (estab¬ 
lished prices). 

This section and §§ 7.106-1 through 
7.106-4 set forth uniform clauses for use 
when it is desired to provide for price 
escalation in the event of changes in the 
contractor’s established prices. Each 
clause is preceded by a statement of the 
conditions under which it may be used. 
No escalation clause hereunder shall be 
used in any fixed-price incentive or re¬ 
determinable contracts. 

§ 7.107 Price escalation clause (labor 
and material). 

(a) The following price escalation 
clause is authorized for use in negotiated 
fixed-price supply contracts, other than 


fixed-price incentive or redeterminable 
contracts, where (1) the price exceeds 
$50,000, (2) the period of performance 
exceeds six months, (3) there is no 
major element of design engineering or 
developmental work involved in produc¬ 
ing the items being procured, and (4) one 
or more identifiable labor or material 
cost factors are subject to change. 
***** 

§ 7.108 Incentive price revision clauses. 
§ 7.108—1 Firm targets. 

When in accordance with the pro¬ 
visions of Subpart D, Part 3 of this 
chapter, the fixed-price incentive con¬ 
tract described in § 3.404-4(a) (2) of this 
chapter is to be used, the following 
clause shall be made a part of the con¬ 
tract. As to each item which is to be 
subject to incentive price revision, the 
contract schedule shall set forth the 
target cost, target profit, and target 
price. 

Incentive Price Revision (Firm Target) 
(Nov. 1962) 

(a) General. The supplies or services 

identified in the Schedule as Items_ 

are subject to price revision in accordance 
with the provisions of this clause; provided 
that in no event shall the total final price 

of such items exceed_percent (_%) of 

the total target cost. Any supplies or serv¬ 
ices which are to be ordered separately 
under, or otherwise added to, this contract, 
and which are to be subject to price revision 
in accordance with the provisions of this 
clause, shall be identified as such in a 
modification to this contract. 

(b) Submission of data. Within_ (__) 

days after the end of the month in which 
the Contractor has delivered the last unit 
of supplies and completed the services called 
for by those items referred to in paragraph 
(a) above, the Contractor shall submit, in 
such form as the Contracting Officer may re¬ 
quire, (i) a detailed statement of all costs 
incurred up to the end of that month in 
performing all work under such items, and 
(ii) an estimate of costs of such further 
performance, if any, as may be necessary to 
complete performance of all work with 
respect to such items. 

(c) Price revision. Upon submission of 
the data required by paragraph (b) above, 
the Contractor and the Contracting Officer 
shall promptly establish the total final price 
in accordance with the following: 

(1) On the basis of the information re¬ 
quired by paragraph (b) above, together 
with any other pertinent information, there 
shall be established by negotiation the total 
final cost reasonably incurred or to be in¬ 
curred for and properly allocable to the sup¬ 
plies delivered (or services performed) and 
accepted by the Government, which are sub¬ 
ject to price revision under this clause. 

(2) The total final price shall be estab¬ 
lished by adjusting the total final negotiated 
cost by an amount for profit or loss deter¬ 
mined as follows: 


When the total final negotiated cost is — The adjustment for profit or loss is — 

Equal to the total target cost_Total target profit. 

Greater than the total target cost_Total target profit less __ percent (__%) of the 

amount by which the total final negotiated cost 
exceeds the total target cost. 

Less than the total target cost_Total target profit plus __ percent (__%) of the 

amount by which the total final negotiated cost 
is less than the total target cost. 


(3) The total final price of the items re- signed by the Contractor and the Contracting 
ferred to in paragraph (a) above shall be Officer. Such price shall not be subject to 
evidenced by a modification to this contract revision notwithstanding any changes in the 
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cost of performing the contract, with the fol¬ 
lowing exceptions: 

(i) insofar as the parties may agree in 
writing, prior to the determination of the 
total final price, (A) to exclude any specific 
elements of cost from the total final price 
and (B) to a procedure to provide subsequent 
disposition of such elements; and 

(ii) to the extent any adjustment or credit 
is explicitly permitted or required by this or 
any other clause of this contract. 

(d) Subcontracts. No subcontract placed 
under this contract shall provide for payment 
on a oost-plus-a-percentage-of-cost basis; 
and the Contractor shall not, without the 
prior written consent of the Contracting 
Officer, place any subcontract which is on a 
cost-plus-a-fee basis and which would in¬ 
volve a total price in excess of $10,000, in¬ 
cluding the fee. The Contracting Officer 
may, in his discretion, ratify in writing any 
such cost-plus-a-fee subcontract and such 
action shall constitute the consent of the 
Contracting Officer as required by this para¬ 
graph (b). 

(e) Adjustments of payments. Pending 
execution of the contract modification re¬ 
ferred to in subparagraph (c) (3) above, the 
Contractor shall submit invoices or vouchers 
in accordance with billing prices as provided 
in this paragraph. The billing prices shall 
be the target prices set forth in this contract; 
provided, that if at any time it appears that 
the then current billing prices do not pro¬ 
vide for payments consistent with the pro¬ 
visions of subparagraph (f) (3) below, the 
parties may agree to revised billing prices, 
which shall be reflected in a modification to 
this contract. Billing prices are for the sole 
purpose of providing for interim payments 
and shall not affect the determination of the 
total final price under paragraph (c) above. 
After execution of the contract modification 
referred to in subparagraph (c) (3) above, 
the total amount paid or to be paid on all 
invoices or vouchers shall be adjusted to 
reflect the total final price and any additional 
payments, refunds, or credits, resulting 
therefrom shall be promptly made. 

(f) Limitation on payments. (1) This 
paragraph (f) shall not apply after final price 
revision. 

(2) Within forty-five (45) days after the 
end of each quarter of the Contractor’s fiscal 
year, beginning for the quarter in which a 
delivery is first made (or services are first 
performed) and accepted by the Government 
under this contract, and as of the end of each 
quarter, the Contractor shall submit to the 
Contracting Officer a cumulative statement 
setting forth: 

(i) The total contract price of all supplies 
delivered (or services performed) and ac¬ 
cepted by the Government for which final 
prices have been established; 

(ii) The total costs (estimated to the ex¬ 
tent necessary) reasonably incurred for and 
properly allocable solely to the supplies de¬ 
livered (or services performed) and accepted 
by the Government for which final prices 
have not been established; 

(iii) That portion of the total target profit 
which is in direct proportion to the supplies 
delivered (or services performed) and ac¬ 
cepted by the Government for which final 
prices have not been established, increased 
or decreased in accordance with the incentive 
profit formula set forth in (c) (2) above when 
the amount of costs stated under (ii) above 
differs from the aggregate target costs of such 
supplies or services; and 

(iv) The total amount of all invoices or 
vouchers for supplies delivered (or services 
performed) and accepted by the Government 
(including amounts applied or to be applied 
to liquidate progress payments). 

(3) Notwithstanding any provision of 
this contract authorizing greater payments, 
“ 0 * Quarterly statement the amount 

< 2 /( iv ) above exceeds the sum of (2) 
l-J’ * )’ and (***) above, the Contractor 
snail immediately refund or credit to the 
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Government against existing unpaid in¬ 
voices or vouchers covered by such statement 
the amount of such excess less (i) the cumu¬ 
lative total of any previous refunds or credits 
under this clause (exclusive of any tax cred¬ 
its under Section 1481 of the Internal Rev¬ 
enue Code of 1954) and (ii) any applicable 
tax credits under Section 1481 of the Inter¬ 
nal Revenue Code of 1954. If any portion 
of such excess has been applied to the liqui¬ 
dation of progress payments, such amount 
(less all tax credits under the Internal Reve¬ 
nue Code) may be added or restored to the 
unliquidated progress payment account, to 
the extent consistent with the “Progress Pay¬ 
ments” clause of this contract, instead of 
direct refund thereof. 

(4) The Contractor shall (i) insert in 
each price redetermination or incentive price 
revision subcontract hereunder the sub¬ 
stance of this paragraph (f), including this 
subparagraph (4), modified to omit mention 
of the Government and reflect the position 
of the Contractor as purchaser and of the 
subcontractor as vendor, and to omit that 
portion of subparagraph (3) relating to tax 
credits, and (ii) include in each cost-reim¬ 
bursement type subcontract hereunder a re¬ 
quirement that each price redetermination 
and incentive price revision subcontract 
thereunder will contain the substance of this 
paragraph (f), including this subparagraph 
(4) modified as outlined in (i) above. 

(g) Disagreements. If the Contractor and 
the Contracting Officer fail to agree upon the 
total final price within 60 days after the 
date on which the data required by (b) 
above are to be submitted, or within such 
further time as may be specified by the Con¬ 
tracting Officer, such failure to agree shall 
be deemed to be a dispute concerning a ques¬ 
tion of fact within the meaning of the “Dis¬ 
putes” clause of this contract and the 
Contracting Officer shall promptly issue a 
decision thereunder. 

(h) Termination. If the contract is termi¬ 
nated prior to establishment of the total 
final price, prices of supplies or services sub¬ 
ject to price revision under this clause shall 
be established pursuant to this clause for 

(i) completed supplies accepted by the Gov¬ 
ernment and services performed and accepted 
by the Government and (ii) in the event 
of a partial termination, supplies and serv¬ 
ices which are not terminated. The termi¬ 
nation shall be otherwise accomplished pur¬ 
suant to other applicable provisions of this 
contract. 

(i) Equitable adjustments under other 
clauses. If an equitable adjustment in the 
contract price is made under any other clause 
of this contract before the total final price 
is established, the adjustment shall be made 
in the total target cost and may be made in 
the total target profit. If such an adjust¬ 
ment is made after the total final price is 
established, adjustment shall be made only 
in the total final price. 

(j) Exclusion from target price and total 
final price. Whenever any clause of this con¬ 
tract provides that the contract price does 
not or will not include an amount for a 
specific purpose, such provision shall mean 
that neither any target price nor the total 
final price includes or will include any 
amount for such purpose. 

(k) Separate reimbursement. The cost 
of performance of an obligation that any 
clause of this contract expressly provides is 
at Government expense shall not be included, 
in any target price or in the total final price, 
but shall be reimbursed separately to the 
extent reasonable and allocable. 

(l) Taxes. As used in the “Federal, State, 
and Local Taxes” clause of this contract or 
any other clause of this contract that pro¬ 
vides for certain taxes or duties to be in¬ 
cluded in, or excluded from, the contract 
price, the term “contract price” includes 
the total target price, or if it has been estab¬ 
lished, the total final price. When a pro¬ 
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vision in such clause or clauses requires that 
the contract price be increased or decreased 
as a result of changes in the obligation of 
the Contractor to pay or bear the burden of 
certain taxes or duties, such increase or de¬ 
crease shall be made in the total target 
price or, if it has been established, in the 
total final price, so as not to affect the con¬ 
tractor’s profit or loss on this contract. 

In contracts of the Department of the 
Navy, add the words “with a copy there¬ 
of to the office or offices designated in 
this contract to make payments there¬ 
under and to the cognizant Military De¬ 
partment auditor” after the words “Con¬ 
tracting Officer” in line 4 of paragraph 
(f) (2) in the clause above. In the event 
the contract calls for parts or other 
supplies or services which are to be 
ordered under a provisioning document 
or Government option and the prices of 
such supplies or services are to be made 
subject to incentive price revision in ac¬ 
cordance with the above clause, the fol¬ 
lowing provision (m) shall be included 
in such clause: 

(m) Parts. Parts, other supplies, or serv¬ 
ices, which are to be furnished under this 
contract pursuant to a provisioning docu¬ 
ment or Government option, shall be sub¬ 
ject to price revision in accordance with the 
provisions of this clause, and any prices 
established for such parts, other supplies, 
or services, pursuant to such provisioning 
document or Government option, shall be 
deemed to be target prices. Target costs 
and profit covering such parts, other sup¬ 
plies, or services may be established either 
separately, in the aggregate, or in any com¬ 
bination thereof, as the parties may agree. 
(Nov. 1962) 

§ 7.108—2 Successive targets. 

When in accordance with the pro¬ 
visions of Subpart D, Part 3 of this 
chapter, the fixed-price incentive con¬ 
tract described in § 3.404-4(a) (3) of this 
chapter is to be used, the following clause 
shall be made a part of the contract. 
As to each item which is to be subject 
to incentive price revision, the contract 
schedule shall set forth the initial target 
cost, initial target profit, and initial 
target price. 

Incentive Price Revision (Successive 
Targets) (Nov. 1962) 

(a) General. The supplies or services 

identified in the Schedule as Items- 

are subject to price revision in accordance 
with the provisions of this clause; provided, 
that in no event shall the total final price 

of such items exceed _ percent 

(_%) of the total initial target cost. 

The prices of these items as shown in the 
Schedule are the initial target prices, which 
include an initial target profit of-per¬ 
cent (_%) of the initial target cost. 

Any supplies or services which are to be 
ordered separately under, or otherwise added 
to, this contract, and which are to be 
subject to price revision in accordance 
with the provisions of this clause, shall 
be identified as such in a modification to this 
contract. 

(b) Submission of data for establishment 
of firm fixed price or final profit adjustment 
formula. 

(1) Within_(-) days after the 

end of the month in which the Contractor 

has completed _%* the Contractor 

shall submit: 


♦The degree of completion may be based on 
a percentage of contract performance or any 
other reasonable basis. 
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(1) A proposed firm fixed price or total 
firm target price for supplies delivered and 
to be delivered; 

(ii) A detailed statement of all costs in¬ 
curred in the performance of this contract 
through the end of the month specified 
above, on DD Form 784 or in such other 
form as the parties may agree, together 
with sufficient supporting data to disclose 
unit costs and cost trends for: 

(A) Supplies delivered and services per¬ 
formed, and 

(B) Inventories of work in process and 
undelivered contract supplies on hand (esti¬ 
mated to the extent necessary); 

(iii) An estimate of costs of all supplies 
delivered and to be delivered and all services 
performed and to be performed under this 
contract, using the statement of costs in¬ 
curred plus an estimate of costs to complete 
performance, on DD Form 784 or in such 
other form as the parties may agree, to¬ 
gether with: 

(A) Sufficient data to support the accuracy 
and reliability of such estimate, and 

(B) An explanation of the differences be¬ 
tween such an estimate and the original es¬ 
timate used in establishing the initial tar¬ 
get prices set forth in this contract for the 
same supplies or services. 

(2) In addition to the data submitted 
under subparagraph (1) above, the Con¬ 
tractor shall submit the following: 

(i) Supplemental statements of costs in¬ 
curred subsequent to the end of the month 
specified in (1) above for: 

(A) Supplies delivered and services per¬ 
formed, and 

(B) Inventories of work in process and 
undelivered contract supplies on hand (esti¬ 
mated to the extent necessary); and 

(ii) Any other relevant data which may 
reasonably be required by the Contracting 
Officer; 

as and to the extent that such information 
becomes available prior to the conclusion of 
negotiations establishing the total firm tar¬ 
get price. 

(c) Establishment of firm fixed price or 
final profit adjustment formula. Upon sub¬ 
mission of the data required by paragraph 
(b) above, the Contractor and the Contract¬ 
ing Officer shall promptly establish either a 
firm fixed price or a profit adjustment for¬ 
mula for determining final profit in accord¬ 
ance with the following: 

(1) A total firm target cost shall be nego¬ 
tiated, based upon the data submitted under 
paragraph (b) above. 

(2) If the total firm target cost is more 

than the total initial target cost, the total 
initial target profit will be decreased, or if 
the total firm target cost is less than the 
total initial target cost, the total initial tar¬ 
get profit will be increased by_percent 

(_%) of the difference between the 

total initial target cost and the total firm 
target cost* and the resulting amount shall 
be the total firm target profit, provided, that 
in no event will such total firm target profit 

be less than_percent (_%) or 

more than_percent (_%) of the 

total initial target cost. 

(3) If the total firm target cost plus the 
total firm target profit present a reasonable 
price for performance of that part of the 
contract subject to price revision under this 
clause, the parties may agree on a firm fixed 
price. In this event, the firm fixed price 
shall be evidenced by a modification to this 
contract signed by the Contractor and the 
Contracting Officer. 

(4) Failure of the parties to agree as to a 
firm fixed price shall not constitute a dispute 
under the “Disputes” clause of this contract. 


♦Note: The language may be changed as 
necessary to set forth the negotiated adjust¬ 
ment pattern where the percentage figure to 
be vised for adjustment of the initial target 
profit is not the same for all levels of cost 
variation. 


In such event or, if establishment of a firm 
fixed price is considered to be inappropriate, 
the Contractor and the Contracting Officer 


The total firm target cost, total firm target 
profit, and profit adjustment formula for 
determining final profit shall be evidenced 
by a modification to this contract signed 
by the Contractor and the Contracting 
Officer. 

(d) Submission of data for final price re¬ 
vision. Unless a firm fixed price has been 
agreed to pursuant to paragraph (c) above, 
the Contractor shall submit in such form 
as the Contracting Officer may require and 

within_(_) days after the end of the 

month in which the Contractor has delivered 
the last unit of supplies and completed the 
services called for by those items referred to 
in paragraph (a) above, (i) a detailed state¬ 
ment of all costs incurred up to the end of 
that month in performing all work under 
such items, and (ii) an estimate of cost of 
such further performance, if any, as may be 
necessary to complete performance of all 
work with respect to such items. 

(e) Final price revision. Unless a firm 
fixed price has been agreed to pursuant to 
paragraph (c) above, the Contractor and the 
Contracting Officer shall, as soon as prac¬ 
ticable after submission of the data required 
by paragraph (d) above, establish the total 
final price in accordance with the following: 

(1) On the basis of the information re¬ 
quired by paragraph (d) above, together with 
any other pertinent information, there shall 
be established by negotiation the total final 
negotiated cost reasonably incurred or to 
be incurred for and properly allocable to the 
supplies delivered (or services performed) 
and accepted by the Government, which are 
subject to price revision under this clause. 

(2) The total final price shall be estab¬ 
lished by adjusting the total final negotiated 
cost by an allowance for final profit or loss 
determined in accordance with the formula 
agreed to pursuant to subparagraph (c) (4) 
above. 

(3) The total final price of the items re¬ 
ferred to in paragraph (a) above shall be 
evidenced by a modification to this contract 
signed by the Contractor and the Contract¬ 
ing Officer. Such price shall not be subject 
to revision notwithstanding any changes in 
the cost of performing the contract with the 
following exceptions: 

(i) Insofar as the parties may agree in 
writing, prior to the determination of the 
total final price, 

' (A) To exclude any specific elements of 
cost from the total final price and 

(B) To a procedure to provide subseqvient 
disposition of such elements; and 

(ii) To the extent any adjustment or 
credit is explicitly permitted or required by 
this or any other clause of this contract. 

(f) Subcontracts. No subcontract 
placed under this contract shall provide for 
payment on a cost-plus-a-percentage-of-cost 
basis; and the Contractor shall not, without 
the prior written consent of the Contract¬ 
ing Officer, place any subcontract which is 
on a cost-plus-a-fee basis and which would 
involve a total price in excess of $10,000 in¬ 
cluding the fee. The Contracting Officer 
may, in his discretion, ratify in writing any 
such cost-plus-a-fee subcontract and such 
action shall constitute the consent of the 
Contracting Officer as required by this para¬ 
graph (f). 

(g) Adjustment of payments. Pending 
execution of the contract modification 
referred to in subparagraph (c)(3) above. 


shall establish a profit adjustment formula 
for determining final profit or loss in ac¬ 
cordance with the following: 


the Contractor shall submit invoices or 
vouchers in accordance with billing prices as 
provided in this paragraph. The billing 
prices shall be the initial target prices set 
forth in this contract until firm target prices 
are established pursuant to paragraph (c) 
above; thereafter, the firm target prices shall 
be used for billing; provided, that if at any 
time it appears that the then current billing 
prices do not provide for payments consistent 
with the provisions of subparagraph (h) (3) 
below, the parties may agree to revised bill¬ 
ing prices, which shall be reflected in a mod¬ 
ification to this contract. Billing prices are 
for the sole purpose of providing for interim 
payments and shall not affect the determina¬ 
tion of any price under paragraph (c) or (e) 
above. After execution of the contract mod¬ 
ification referred to in subparagraph (e) (3) 
above, the total amount paid or to be paid on 
all invoices or vouchers shall be adjusted to 
reflect the total final price and any additional 
payments, refunds, or credits resulting there¬ 
from shall be promptly made. 

(h) Limitation on payments. (1) This 
paragraph (h) shall not apply after a firm 
fixed price or a total final price is established 
pursuant to subparagraph (c)(3) or (e)(2). 

(2) Within forty-five (45) days after the 
end of each quarter of the Contractor’s 
fiscal year, beginning for the quarter in which 
a delivery is first made or services are first 
performed and accepted by the Government 
under this contract, and as of the end of 
each quarter, the Contractor shall submit 
to the Contracting Officer a cumulative 
statement setting forth: 

(i) The total contract price of all supplies 
delivered (or services performed) and 
accepted by the Government for which final 
prices have been established; 

(ii) The total costs (estimated to the 
extent necessary) reasonably incurred for 
and properly allocable solely to the supplies 
delivered (or services performed) and 
accepted by the Government for which final 
prices have not been established; 

(iii) That portion of the total firm target 
profit which is in direct proportion to the 
supplies delivered (or services performed) 
and accepted by the Government for which 
final prices have not been established, in¬ 
creased or decreased in accordance with the 
incentive profit formula set forth in sub- 
paragraph (c)(4) above when the amount 
of costs stated under (ii) above differs from 
the aggregate firm target costs of such sup¬ 
plies or services; and 

(iv) The total amount of all invoices or 
vouchers for supplies delivered (or services 
performed) and accepted by the Government 
(including amounts applied or to be applied 
to liquidate progress payments). 

(3) Notwithstanding any provision of this 
contract authorizing greater payments, if on 
any quarterly statement the amount stated 
in (2) (iv) above exceeds .the sum stated in 
(2) (i), (ii), and (iii) above, the Contractor 
shall immediately refund or credit to the 
Government against existing unpaid invoices 
or vouchers covered by such statement the 
amount or such excess less (i) the cumula¬ 
tive total of any previous refunds or credits 
under this clause (exclusive of any tax 
credits under Section 1481 of the Internal 
Revenue Code of 1954) and (ii) any appli¬ 
cable tax credits under Section 1481 of the 
Internal Revenue Code of 1954. If any por¬ 
tion of such excess has been applied to the 


When the total final negotiated cost is — The adjustment for profit or loss is — 

Equal to the total firm target cost_Total firm target profit. 

Greater than the total firm target cost__ Total firm target profit less __ percent (__%) of 

the amount by which the total final negotiated 
» cost exceeds the total firm target cost. 

Less than the total firm target cost_Total firm target profit plus __ percent (— %) of 

the amount by which the total final negotiated 
cost is less than the total firm target cost. 
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liquidation of progress payments, such 
amount (less all tax credits under the 
Internal Revenue Code) may be added or 
restored to the unliquidated progress pay¬ 
ment account, to the extent consistent with 
the “Progress Payments” clause of this con¬ 
tract instead of direct refund thereof. 

(4) The Contractor shall (i) insert in each 
price redetermination or incentive price re¬ 
vision subcontract hereunder the substance 
of this paragraph (h), including this sub- 
paragraph (4), modified to omit mention 
of the Government and reflect the position 
of the Contractor as purchaser and of the 
subcontractor as vendor, and to omit that 
portion of subparagraph (3) relating to tax 
credits, and (ii) include in each cost-reim¬ 
bursement type subcontract hereunder a re¬ 
quirement that each price redetermination 
and incentive price revision subcontract 
thereunder will contain the substance of this 
paragraph (h), including this subparagraph 
(4) modified as outlined in (i) above. 

(i) Disagreements. If the Contractor and 
the Contracting Officer fail to agree upon (i) 
total firm target cost and a final profit ad¬ 
justment formula, (ii) a total final price, 
within 60 days after the date for the sub¬ 
mission of the date required by paragraphs 

(b) and (d) respectively, or within such 
further time as may be specified by the Con¬ 
tracting Officer, such failure to agree shall 
be deemed to be a dispute concerning a ques¬ 
tion of fact within the meaning of the “Dis¬ 
putes” clause of this contract, and the Con¬ 
tracting Officer shall promptly issue a de¬ 
cision thereunder. 

(J) Termination. If this contract is ter¬ 
minated prior to establishment of the total 
final price, prices of supplies or services sub¬ 
ject to price revision under this clause shall 
be established pursuant to this clause for (i) 
completed supplies accepted by the Govern¬ 
ment and services performed and accepted 
by the Government, and (ii) in the event 
of a partial termination, supplies and serv¬ 
ices which are not terminated. The termina¬ 
tion shall be otherwise accomplished pursu¬ 
ant to other applicable provisions of this 
contract. 

(k) Equitable adjustments under other 
clauses. If an equitable adjustment in the 
contract price is made under any other 
clause of this contract before the total final 
price is established, the adjustment shall be 
made in the total target cost and may be 
made in the total target profit. If such 
an adjustment is made after the total final 
price is established, adjustment shall be 
made only in the total final price. 

(l) Exclusion from target price and total 
final price. Whenever any clause of this 
contract provides that the contract price 
does not or will not include an amount for 
a specific purpose, such provision shall mean 
that neither any target price nor the total 
final price includes or will include any 
amount for such purpose. 

(m) Separate reimbursement. The cost 
of performance of an obligation that any 
clause of this contract expressly provides is 
at Government expense shall not be included 
hi any target price or in the total final price, 
but shall be reimbursed separately to the ex¬ 
tent reasonable and allocable. 

(n) Taxes. As used in the clause of this 
contract entitled “Federal, State, and Local 
Taxes” or any other clause of this contract 
that provides for certain taxes or duties 
to be included in, or excluded from, the 
contract price, the term “contract price” 
includes the total target price or if it has 
been established, the total final price. When 
a provision in such clause or clauses re¬ 
quires that the contract price be increased 
or decreased as a result of changes in the 
o ligation of the Contractor to pay or bear 

o burden of certain taxes or duties, such 


increase or decrease shall be made in the 
total target price or, if it has been es¬ 
tablished in the total final price, so as not 
to affect the Contractor’s profit or loss on 
this contract. 

In contracts of the Department of the 
Navy, add the words “with a copy thereof 
to the office or offices designated in this 
contract to make payments thereunder 
and to the cognizant Military Depart¬ 
ment auditor” after the words “Con¬ 
tracting Officer” in line 5 of para¬ 
graph (h) (2). In the event the contract 
calls for parts or other supplies or serv¬ 
ices which are to be ordered under a 
provisioning document or Government 
option and the prices of such supplies or 
services are to be made subject to incen¬ 
tive price revision in accordance with 
the above clause, the following provi¬ 
sion (o) shall be included in such clause. 

(o) Parts. Parts, other supplies, or serv¬ 
ices, which are to be furnished under this 
contract pursuant to a provisioning docu¬ 
ment or Government option, shall be sub¬ 
ject to price revision in accordance with the 
provisions of this clause, and any prices 
established for such parts, other supplies, or 
services, pursuant to such provisioning docu¬ 
ment or Government option, shall be deemed 
to be initial target prices or target prices 
as agreed upon and stipulated in the pricing 
document supporting the provisioning or 
added items. Initial or firm target costs and 
profits and final prices covering such parts, 
other supplies, or services may be established 
either separately, in the aggregate, or in any 
combination thereof, as the parties may 
agree. (Nov. 1962) 

16. Sections 7.109-2, 7.109-3, 7.109-4, 
7.203-2, 7.203-7(a), and 7.203-8 are re¬ 
vised to read as follows: 

§ 7.109—2 Prospective periodic price re- 
deterinination at stated intervals. 

(a) Description , applicability, and 
limitations. See § 3.404-5 of this 
chapter. 

(b) Clause. 

Price Determination (Type A) (Nov. 1962) 

(a) General. The unit prices and the total 
price set forth in this contract shall be 
periodically redetermined in accordance with 
the provisions of this clause.* The prices 
for supplies delivered and services performed 
prior to the first effective date of price re¬ 
determination shall be remain fixed. 

(b) Price redetermination periods. For 
the purpose of price redetermination the 
performance of this contract is divided into 
successive periods. The first period shall ex¬ 
tend from the date of this contract to 

_,** and the second and each 

succeeding period shall extend for _ 

(_) months from the end of the last 

preceding period, except that the final period 
may be varied by agreement of the parties. 
The first day of the second and each suc¬ 
ceeding period shall be the effective date of 
price redetermination for the period. 


♦Where a ceiling is applicable, the follow¬ 
ing proviso shall be added: “ Provided , That 
in no event shall the total amount paid un¬ 
der this contract exceed _ dollars 

($__•_).” Alternatively, the contract may 

provide ceilings for each or any of the price 
redeterminations under the contract. 

♦♦This point may be expressed in terms 
of units delivered, or as a calendar date, but 
in either case the period shall generally end 
on the last day of a month. 


(c) Price redetermination. Not more than 

_*♦* days nor less than-••• days 

before the end of each redetermination 
period, except the last, and as otherwise pro¬ 
vided in (iii) below, the Contractor shall 
submit: 

(i) Proposed prices for supplies which may 
be delivered or services which may be per¬ 
formed in the next succeeding period under 
this contract, together with: 

(A) An estimate and breakdown of the 
costs of such supplies or services on DD 
Form 784 or in any other form on which 
the parties may agree; 

(B) Sufficient data to support the accuracy 
and reliability of such estimate; and 

(C) An explanation of the differences be¬ 
tween such estimate and the original (or 
last preceding) estimate for the same sup¬ 
plies or services; 

(ii) A statement of all costs incurred 
in the performance of this contract through 

the end of the_♦♦♦♦ month prior to 

the date of the submission of proposed prices, 
on DD Form 784 or in any other form on 
which the parties may agree, together with 
sufficient supporting data to disclose unit 
costs and cost trends for: 

(A) Supplies delivered and services per¬ 
formed; and 

(B) Inventories of work in process and 
undelivered contract supplies on hand (es¬ 
timated to the extent necessary); 

(iii) Supplemental statements of costs in¬ 
curred subsequent to the date set forth in 
(ii) above for: 

(A) Supplies delivered and services per¬ 
formed; and 

(B) Inventories of work in process and 
undelivered contract supplies on hand (es¬ 
timated to the extent necessary); 

as and to the extent that such information 
becomes available prior to the conclusion 
of negotiations on redetermined prices; and 

(iv) Any other relevant data which may 
reasonably be required by the Contracting 
Officer. 

Upon receipt of the data required by this 
subparagraph (c), the Contractor and the 
Contracting Officer shall promptly negotiate 
to redetermine fair and reasonable contract 
prices for supplies which may be delivered 
and services which may be performed in the 
period following the effective date of price 
redetermination. Where the Contractor fails 
to submit the data as required above within 
the time specified, payments under this con¬ 
tract may be suspended by the Contracting 
Officer until the data are furnished. 

(d) Subcontracts. No subcontract placed 
under this contract shall provide for pay¬ 
ment on a cost-plus-a-percentage-of-cost 
basis; and the Contractor shall not, with¬ 
out the prior written consent of the Con¬ 
tracting Officer, place any subcontract which 
is on a cost-plus-a-fee basis and which 
would involve an estimated amount in ex¬ 
cess of $10,000, including the fee. The Con¬ 
tracting Officer may, in his discretion, ratify 
in writing any such cost-plus-a-fee sub¬ 
contract and such action shall constitute 
the consent of the Contracting Officer as re¬ 
quired by this paragraph (d). 

(e) Contract modifications. Each nego¬ 
tiated redetermination of prices shall be 


♦♦♦Insert in the blank numbers of days so 
that the Contractor’s submission will be late 
enough to reflect recent cost experience (hav¬ 
ing in mind the Contractor’s accounting 
system), but early enough to permit review, 
audit if necessary, and negotiation prior to 
the start of the prospective period. 

♦ ♦ ♦ * Insert the word “first,” except the 
word “second” may be inserted if necessary 
to achieve compatibility with the contrac¬ 
tor’s accounting system. 
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evidenced by a modification to this contract, 
signed by the Contractor and the Contract¬ 
ing Officer, setting forth the redetermined 
prices for supplies delivered and services per¬ 
formed hereunder during the applicable price 
redetermination period. 

(f) Adjustment of payments. Pending ex- 
ecvition of the contract modification re¬ 
ferred to in paragraph (e) above, the Con¬ 
tractor shall submit invoices or vouchers 
in accordance with billing prices as pro¬ 
vided in this paragraph. The billing prices 
shall be the prices set forth in this con¬ 
tract; provided that, if at any time it ap¬ 
pears that the then current billing prices 
do not provide for payments consistent with 
the provisions of subparagraph (g) (3) be¬ 
low, the parties may agree to greater or lesser 
billing prices, which shall be reflected in an 
amendment or supplemental agreement to 
this contract. Billing prices are for the sole 
purpose of providing for interim payments 
and shall not affect the redetermination of 
prices under this clause. After execution 
of the contract modification referred to in 
paragraph (e) above, the total amount paid 
or to be paid on all invoices or vouchers shall 
be adjusted to reflect the agreed prices, and 
any additional payments, refunds, or credits, • 
resulting therefrom shall be promptly made. 

(g) Limitation on payments. (1) This 
paragraph (g) shall apply only during a 
period for which firm prices have not been 
established. 

(2) Within 45 days after the end of each 
quarter of the Contractor’s fiscal year, be¬ 
ginning for the quarter in which a delivery 
is first made (or services are first performed) 
and accepted by the Government under this 
contract, and as of the end of each quarter, 
the Contractor shall submit to the Contract¬ 
ing Officer ***** a statement cumulative 
from the inception of the contract, setting 
forth: 

(i) The total contract price of all supplies 
delivered (or services performed), and ac¬ 
cepted by the Government for which final 
prices have been established; 

(ii) The total costs (estimated to the ex¬ 
tent necessary) reasonably incurred for and 
properly allocable solely to the supplies de¬ 
livered (or services performed) and accepted 
by the Government for which final prices 
have not been established; 

(iii) That portion of the total interim 
profit (used in establishing the initial con¬ 
tract price or agreed to for the purpose of 
this paragraph (g). Limitation on Pay¬ 
ments) , which is in direct proportion to the 
supplies delivered (or services performed) 
and accepted by the Government for which 
final prices have not been established; and 

(iv) The total amount of all invoices or 
vouchers for supplies delivered (or services 
performed) and accepted by the Govern¬ 
ment (including amounts applied or to be 
applied to liquidate progress payments); 
provided, that such statement need not be 
submitted for any quarter for which either 
no costs are to be reported under (ii) above 
or revised billing prices have been estab¬ 
lished in accordance with paragraph (g) 
above and do not exceed the existing con¬ 
tract price, the Contractor’s price redeter¬ 
mination offer, or a price based on the most 
recent quarterly statement, whichever is 
least. 

(3) Notwithstanding any provision of this 
contract authorizing greater payments, if on 
any quarterly statements the amount of (2) 
(iv) above exceeds the sum of (2) (i), (ii), 
and (iii) above, the Contractor shall im¬ 
mediately refund or credit to the Govern¬ 


***** Insert, in contracts of the De¬ 
partment of the Navy, the words “with a copy 
thereof to the office or offices designated in 
this contract to make payments thereunder.** 


RULES AND REGULATIONS 

ment against existing unpaid invoices or 
vouchers covered by such statement the 
amount of such excess less (i) the cumula¬ 
tive total of any previous refunds or credits 
under this clause (exclusive of any appli¬ 
cable tax credits under Section 1481 of the 
Internal Revenue Code of 1954) and (ii) 
any applicable tax credits under Section 
1481 of the Internal Revenue Code of 1954. 
If any portion of such excess has been ap¬ 
plied to the liquidation of progress pay¬ 
ments, 6uch amount (less all tax credits 
under the Internal Revenue Code) may be 
added or restored to the unliquidated prog¬ 
ress payment account, to the extent con¬ 
sistent with the progress payments clause of 
this contract, instead of direct refund 
thereof. 

(4) The Contractor shall (i) insert in each 
price redetermination or incentive price re¬ 
vision subcontract hereunder the substance 
of this “Limitation on Payments” provision, 
including this subparagraph (4), modified 
to omit mention of the Government and 
reflect the position of the Contractor as 
purchaser and of the subcontractor as vendor, 
and to omit that portion of subparagraph 
(3) relating to tax credits, and (ii) include 
in each cost reimbursement type subcon¬ 
tract hereunder a requirement that each 
price redetermination and incentive price 
revision subcontract thereunder will contain 
the substance of this “Limitation on Pay¬ 
ments” provision, including this subpara¬ 
graph (4), modified as outlined in (i) above. 

(h) Disagreements. If the Contractor 
and the Contracting Officer fail to agree 
upon redetermined prices for any price 
redetermination period within sixty (60) 

_****** d a y S after the date on which 

the data required by (c) above is to be filed, 
or within such further time as may be agreed 
upon by the parties, the failure to agree 
upon redetermined prices shall be deemed to 
be a dispute concerning a question of fact 
within the meaning of the clause of this con¬ 
tract entitled “Disputes” and the Contract¬ 
ing Officer shall promptly issue a decision 
thereunder. For the purpose of (e), (f), and 
(g) above, and pending final settlement of 
the disagreement on appeal, or by failure to 
appeal, or by agreement, such a decision shall 
be treated as an executed contract modifica¬ 
tion. Pending such final settlement, price 
redetermination for subsequent periods, if 
any, shall continue to be negotiated as here¬ 
inbefore provided. 

(i) Termination. If this contract is ter¬ 
minated, prices shall continue to be estab¬ 
lished pursuant to this clause (i) for com¬ 
pleted supplies accepted by the Government 
and services performed and accepted by the 
Government and (ii) in the event of a par¬ 
tial termination, for supplies and services 
which are not terminated. All other ele¬ 
ments of the termination shall be resolved 
pursuant to other applicable provisions of 
this contract. 

******This period may be varied by the 
parties at the time of negotiating contract. 

§ 7.109—3 Retroactive and prospective 
price redetermination at a stated time 
prior to completion. 

(a) Description, applicability, and 

limitations. See § 3.404-6 of this chapter. 

(b) Clause. 

Price Redetermination (Type C) 

(Nov. 1962) 

(a) General. The unit prices and the 
total price set forth in this contract shall 
be redetermined in accordance with the pro¬ 
visions of this clause; provided, that in no 
event shall the total amount paid under 
this contract exceed_dollars ($_). 


(b) Price redetermination. Within_ 

(_) days after the end of the month in 

which there is completion of-,* the 

Contractor shall submit: 

(i) Proposed prices for supplies delivered 
and to be delivered and services performed 
and to be performed under this contract: 

(ii) A statement of all costs incurred in 
the performance of this contract through 
the end of the month specified above, on 
DD Form 784 or in any other form on which 
the parties may agree, together with suffi¬ 
cient supporting data to disclose unit costs 
and cost trends for: 

(A) Supplies delivered and services per¬ 
formed; and 

(B) Inventories of work in process and 
undelivered contract supplies on hand (esti¬ 
mated to the extent necessary); 

(iii) An estimate of costs of all supplies 
delivered and to be delivered and all services 
performed and to be performed under this 
contract, using the statement of costs in¬ 
curred plus an estimate of costs to complete 
performances, on DD Form 784 or in any 
other form on which the parties may agree, 
together with: 

(A) Sufficient data to support the accuracy 
and reliability of such estimate; and 

(B) An explanation of the diffierences be¬ 
tween such estimate and the original esti¬ 
mate used in establishing the unit prices 
set forth in this contract for the same sup¬ 
plies or services; 

(iv) Supplemental statements of costs in¬ 
curred subsequent to the end of the month 
specified in (ii) above for: 

(A) Supplies delivered and services per¬ 
formed; and 

(B) Inventories of work in process and 
undelivered contract supplies on hand (esti¬ 
mated to the extent necessary); 

as and to the extent that such information 
becomes available prior to the conclusion of 
negotiations on redetermined prices; and 

(v) Any other relevant data Which may 
reasonably be required by the Contracting 
Officer. 

Upon receipt of data required by this para¬ 
graph (b), the Contractor and the Contract¬ 
ing Officer shall promptly negotiate to re¬ 
determine fair and reasonable contract 
prices for supplies delivered and to be de¬ 
livered and services performed and to be per¬ 
formed under this contract. Where the 
Contractor fails to submit the data as re¬ 
quired above within the time specified, 
payments under this contract may be sus¬ 
pended by the Contracting Officer until the 
data are furnished. 

(c) Subcontracts. No subcontract placed 
under this contract, shall provide for pay¬ 
ment on a cost-plus-a-percentage-of-cost 
basis; and the Contractor shall not, without 
the prior written consent of the Contracting 
Officer, place any subcontract which is on a 
cost-plus-a-fee basis and which would in¬ 
volve an estimated amount in excess of 
$10,000, including the fee. The Contracting 
Officer may, in his discretion, ratify in writ¬ 
ing any such cost-plus-a-fee subcontract and 
such action shall constitute the consent of 
the Contracting Officer as required by this 
paragraph (c). 

(d) Contract modification. The nego¬ 
tiated redetermination of price shall be evi¬ 
denced by a modification of this contract 
signed by the Contractor and the Contract¬ 
ing Officer, setting forth the redetermined 
prices for supplies delivered and to be de- 


♦The degree of completion may be based 
on units delivered to the Government, per¬ 
centage of contract performance, or any 
other reasonable basis. 
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livered and services performed and to be 
performed hereunder. 

(e) Adjustment of payments. Pending 
execution of the contract modification re¬ 
ferred to in paragraph (d) above, the Con¬ 
tractor shall submit invoices or vouchers in 
accordance with billing prices as provided in 
this paragraph. The billing prices shall be 
the prices set forth in this contract; pro¬ 
vided that, if at any time it appears that the 
then current billing prices do not provide for 
payments consistent with the provisions of 
subparagraph (f) (3) below, the parties may 
agree to greater or lesser billing prices, which 
shall be reflected in an amendment or sup¬ 
plemental agreement to this contract. Bill¬ 
ing prices are for the sole purpose of 
providing for interim payments and shall not 
affect the redetermination of prices under 
this clause. After execution of the contract 
modification referred to in paragraph (d) 
above, the total amount paid or to be paid 
on all invoices or vouchers shall be adjusted 
to reflect the agreed prices, and any addi¬ 
tional payments, refunds, or credits, resulting 
therefrom shall be promptly made. 

(f) Limitation on payments. (1) This 
paragraph (f) shall apply only during a 
period for which firm prices have not been 
established. 

(2) Within 45 days after the end of each 
quarter of the Contractor’s fiscal year, begin¬ 
ning for the quarter in which a delivery is 
first made (or services are first performed) 
and accepted by the Government under this 
contract, and as of the end of each quarter, 
the Contractor shall submit to the Contract¬ 
ing Officer** a statement cumulative from 
the inception of the contract, setting forth: 

(i) The total contract price of all supplies 
delivered (or services performed) and ac¬ 
cepted by the Government for which final 
prices have been established; 

(ii) The total costs (estimated to the ex¬ 
tent necessary) reasonably incurred for and 
properly allocable solely to the supplies de¬ 
livered (or services performed) and accepted 
by the Government for which final prices 
have not been established; 

(iii) That portion of the total interim 
profit (used in establishing the initial con¬ 
tract price or agreed to for the purpose of this 
paragraph (f), Limitation on Payments), 
which is in direct proportion to the supplies 
delivered (or services performed) and ac¬ 
cepted by the Government for which final 
prices have not been established; and 

(iv) The total amount of all invoices or 
vouchers for supplies delivered (or services 
performed) and accepted by the Government 
(including amounts applied or to be applied 
to liquidate progress payments); provided, 
that such statement need not be submitted 
for any quarter for which either no costs are 
to be reported under (ii) above or revised 
billing prices have been established in ac¬ 
cordance with paragraph (e) above and do 
not exceed the existing contract price, the 
Contractor’s price-redetermination offer, or 
a price based on the most recent quarterly 
statement, whichever is least. 

(3) Notwithstanding any provision of this 

contract authorizing greater payments, if on 
any quarterly statement the amount of (2) 
Uv) above exceeds the sum of (2) (i), (ii), 
and (iii) above, the Contractor shall im¬ 
mediately refund or credit to the Gov¬ 
ernment against existing unpaid invoices 
or vouchers covered by such statement the 
amount of such excess less (i) the cu¬ 
mulative total of any previous refunds or 
credits under this clause (exclusive of 
■uri aj> P lica ble tax credits under Section 
1Q of Internal Revenue Code of 

54 ) and M any applicable tax credits 


tho i? Ser i n contracts of the Department « 
the nml 7, 6 Words: ‘ <with a copy thereof 
offices designated in the contra. 
10 ***** Payments thereunder”. 


under Section 1481 of the Internal Revenue 
Code of 1954. If any portion of such excess 
has been applied to the liquidation of prog¬ 
ress payments, such amount (less all tax 
credits under the Internal Revenue Code) 
may be added or restored to the unliquidated 
progress payment account, to the extent 
consistent with the progress payments clause 
of this contract, instead of direct refund 
thereof. 

(4) The Contractor shall (i) insert in each 
price redetermination or incentive price re¬ 
vision subcontract hereunder the substance 
of this “Limitation on Payments” provision, 
including this subparagraph (4), modified 
to omit mention of the Government and re¬ 
flect the position of the Contractor as pur¬ 
chaser and of the subcontractor as vendor, 
and to omit that portion of subparagraph 
(3) relating to tax credits, and (ii) include 
in each cost-reimbursement type subcon¬ 
tract hereunder a requirement that each 
price redetermination and incentive price 
revision subcontract thereunder will contain 
the substance of this “Limitation on Pay¬ 
ments” provision, including this subpara¬ 
graph (4), modified as outlined in (i) above. 

(g) Disagreements. If the Contractor and 
the Contracting Officer fail to agree upon re¬ 
determined prices within sixty (60)*** days 
after the data on which the data required by 

(b) above is to be filed, or within such 
further time as may be agreed upon by the 
parties, the failure to agree upon redeter¬ 
mined prices shall be deemed to be a dispute 
concerning a question of fact within the 
meaning of the clause of this contract enti¬ 
tled “Disputes”, and the Contracting Officer 
shall promptly issue a decision thereunder. 
For the purpose of paragraphs (d), (e), and 
(f) above, and pending final settlement of 
the disagreement on appeal, or by failure to 
appeal, or by agreement, such a decision 
shall be treated as an executed contract 
modification. 

(h) Termination. If this contract is ter¬ 
minated prior to price redetermination, 
prices shall be established pursuant to this 
clause (i) for completed supplies accepted 
by the Government and services performed 
and accepted by the Government, and (ii) 
in the event of a partial termination, for 
supplies and services which are not termi¬ 
nated. All other elements of the termina¬ 
tion shall be resolved pursuant to other 
applicable provisions of this contract. 

***This period may be varied by the par¬ 
ties at the time of negotiating the contract. 

§ 7.109—4 Retroactive price redetermi¬ 
nation after completion. 

(a) Description, applicability, and 
limitations. See § 3.404-7 of this 
chapter. 

(b) Clause. 

Price Redetermination (Type E) (Nov. 1962) 

(a) General. The unit prices and the 

total price set forth in this contract shall 
be redetermined in accordance with the pro¬ 
visions of this clause: provided, that in no 
event shall the total amount paid under this 
contract exceed_dollars ($_). 

(b) Price redetermination. Within_ 

(-) days after delivery of all supplies to 

be delivered and completion of all services to 
be performed under this contract, the Con¬ 
tractor shall submit (i) proposed prices, (ii) 
a statement of all costs incurred in the per¬ 
formance of this contract, on DD Form 784 
or any other form on which the parties may 
agree, and (iii) any other relevant data 
which may reasonably be required by the 
Contracting Officer. Upon receipt of the 
required data, the Contractor and the Con¬ 
tracting Officer shall promptly negotiate to 
redetermine fair and reasonable contract 
prices for supplies delivered and services per¬ 
formed by the Contractor under this con¬ 


tract. Where the Contractor fails to submit 
the required data within the time specified, 
payment of all invoices may be suspended 
by the Contracting Officer until the data are 
furnished. 

(c) Subcontracts. No subcontract under 
this contract shall provide for payment on a 
cost-plus-a-percentage-of-cost basis; and 
the Contractor shall not without the prior 
written consent of the Contracting Officer, 
place any subcontract which is on a cost- 
plus-a-fee basis and which would involve an 
estimated amount in excess of $10,000 in¬ 
cluding the fee. The Contracting Officer, 
may, in his discretion, ratify in writing any 
such cost-plus-a-fee subcontract and such 
action shall constitute the consent of the 
Contracting Officer as required by this para¬ 
graph (c). 

(d) Contract modification. The nego¬ 
tiated redetermination of price shall be 
evidenced by a modification to this contract, 
signed by the Contractor and the Contract¬ 
ing Officer, setting forth the redetermined 
prices which shall apply to supplies de¬ 
livered and to services performed by the Con¬ 
tractor hereunder. 

(e) Adjustment of payments. Pending 
execution of the contract modification re¬ 
ferred to in paragraph (d) above, the Con¬ 
tractor shall submit invoices or vouchers in 
accordance with billing prices as provided 
in this paragraph. The billing prices shall 
be the prices set forth in this contract; pro¬ 
vided that, if at any time it appears that 
the then current billing prices do not pro¬ 
vide for payments consistent with the pro¬ 
visions of subparagraph (f) (3) below the 
parties may agree to greater or lesser billing 
prices, which shall be reflected in an amend¬ 
ment or supplemental agreement to this 
contract. Billing prices are for the sole 
purpose of providing for interim payments 
and shall not affect the redetermination of 
prices under this clause. After execution of 
the contract modification referred to in 
paragraph (d) above, the total amount paid 
or to be paid on all invoices or vouchers 
shall be adjusted to reflect the agreed prices, 
and any additional payments, refunds, or 
credits, resulting therefrom shall be promptly 
made. 

(f) Limitation on payments. (1) This 
paragraph (f) shall apply until final price 
redetermination to the full extent permitted 
by this contract. 

(2) Within 45 days after the end of each 
quarter of the Contractor’s fiscal year, 
beginning for the quarter in which a de¬ 
livery is first made (or services are first per¬ 
formed) and accepted by the Government 
under this contract, and as of the end of 
each quarter, the Contractor shall submit 
to the Contracting Officer* a statement 
cumulative from the inception of the con¬ 
tract, setting forth: 

(i) The total contract price of all supplies 
delivered (or services performed) and ac¬ 
cepted by the Government for which final 
prices have been established; 

(ii) The total costs (estimated to the ex¬ 
tent necessary) reasonably incurred for and 
properly allocable solely to the supplies de¬ 
livered (or services performed) and accepted 
by the Government for which final prices 
have not been established; 

(iii) That portion of the total interim 
profit (used in establishing the initial con¬ 
tract price or agreed to for the purpose of 
this paragraph (f), Limitation on Pay¬ 
ments) , which is in direct proportion to 
the supplies delivered (or services performed) 
and accepted by the Government for which 
final prices have not been established; and 

(iv) The total amount of all invoices or 
vouchers for supplies delivered (or services 

♦Insert, in contracts of the Department 
of the Navy,.the words: “With a copy thereof 
to the office or offices designated in the con¬ 
tract to make payments thereunder.” 
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performed) and accepted by the Government 
(including amounts applied or to be applied 
to liquidate progress payments). 

(3) Notwithstanding any provision of this 
contract authorizing greater payments, if on 
any quarterly statement the amount of (2) 
(iv) above exceeds the sum of (2) (i), (ii), 
and (iii) above, the Contractor shall Imme¬ 
diately refund or credit to the Government 
against existing unpaid invoices or vouchers 
covered by such statement the amount of 
such excess less (i) the cumulative total 
of any previous refunds or credits under 
this clause (exclusive of any applicable tax 
credits under Section 1481 of the Internal 
Revenue Code of 1954) and (ii) any appli¬ 
cable tax credits under Section 1481 of the 
Internal Revenue Code of 1954. If any por¬ 
tion of such excess has been applied to the 
liquidation of progress payments, such 
amount (less all tax credits under the In¬ 
ternal Revenue Code) may be added or re¬ 
stored to the unliquidated progress payment 
account, to the extent consistent with the 
progress payments clause of this contract, 
instead of direct refund thereof. 

(4) The Contractor shall (i) insert in each 
price redetermination or incentive price re¬ 
vision subcontract hereunder the substance 
of this “Limitation on Payments” provision, 
including this subparagraph (4), modified to 
omit mention of the Government and re¬ 
flect the position of the Contractor as pur¬ 
chaser and of the subcontractor as vendor, 
and to omit that portion of subparagraph 
(3) relating to tax credits, and (ii) include 
in each cost-reimbursement type subcontract 
hereunder a requirement that each price re¬ 
determination and incentive price revision 
subcontract thereunder will contain the sub¬ 
stance of this “Limitation on Payments” 
provision, including this subparagraph (4), 
modified as outlined in (i) above. 

(g) Disagreements. If the Contractor and 
the Contracting Officer fail to agree upon 
redetermined prices within sixty (60)** 
days after the date on which the data re¬ 
quired by (b) above is to be filed, or within 
such further time as may be agreed upon 
by the parties, the failure to agree upon re¬ 
determined prices shall be deemed to be a 
dispute concerning a question of fact within 
the meaning of the clause of tills contract 
entitled “Disputes,” and the Contracting 
Officer shall promptly issue a decision there¬ 
under. For the purpose of paragraphs (d), 
(e), and (f) above, and pending final settle¬ 
ment of the disagreement on appeal, or by 
failure to appeal, or by agreement, such a 
decision shall be treated as an executed 
contract modification. 

(h) Termination. If this contract is 
terminated prior to price redetermination, 
prices shall be established pursuant to this 
clause for completed supplies and services 
which are not terminated. All other ele¬ 
ments of the termination shall be resolved 
pursuant to other applicable provisions of 
this contract. 

* * This period may be varied by the par¬ 
ties at the time of negotiating contract. 

§ 7.203—2 Changes. 

Changes (Jan. 1958) 

The Contracting Officer may at any time, 
by a written order, and without notice to 
the sureties, if any, make changes, within 
the general scope of this contract, in any one 
or more of the following: (i) drawings, de¬ 
signs, or specifications, where the supplies 
to be furnished are to be specially manufac¬ 
tured for the Government in accordance 
therewith; (ii) method of shipment or pack¬ 
ing; (iii) place of delivery; and (iv) the 
amount of Government-furnished property. 
If any such change causes an increase or 
decrease in the estimated cost of, or the time 
required for the performance of any part 
of the work under this contract, whether 


changed or not changed by any such order, 
or otherwise affects any other provision of 
this contract, an equitable adjustment shall 
be made (i) in the estimated cost or delivery 
schedule, or both, (ii) in the amount of any 
fixed fee to be paid to the Contractor, and 
(iii) in such other provisions of the contract 
as may be so affected, and the contract shall 
be modified in writing accordingly. Any 
claim by the Contractor for adjustment 
under this clause must be asserted within 
thirty (30) days from the date of receipt by 
the Contractor of the notification of change; 
provided, however, that the Contracting 
Officer, if he decides that the facts justify 
such action, may receive and act upon any 
such claim asserted at any time prior to final 
payment under this contract. Failure to 
agree to any adjustment shall be a dispute 
concerning a question of fact within the 
meaning of the clause of this contract en¬ 
titled “Disputes”. However, nothing in this 
clause shall excuse the Contractor from pro¬ 
ceeding with the contract as changed. 

In the foregoing clause, the period of 
“thirty (30) days” within which any 
claim for adjustment must be asserted 
may be varied in accordance with De¬ 
partmental procedures. In accordance 
with Public Law 87-653, prior to the pric¬ 
ing of any change order that is expected 
to exceed $100,000, the contracting officer 
shall require the contractor to furnish a 
Certificate of Current Cost of Pricing 
Data (see § 3.807-4 of this chapter) and 
shall assure that the contract includes 
or is modified to include a Defective 
Pricing Data clause (see § 7.104-29). 

In the interest of economy, the Gov¬ 
ernment has a basic responsibility fully 
to utilize its property. Consistent there¬ 
with the Government has reserved the 
right in the above clause to make changes 
in the amount of Government-furnished 
property, including the right to increase 
the amount of Government-furnished 
property. Prior to exercising the right 
to increase the amount of Government- 
furnished property, contracting officers 
will consider fully any inequities which 
may result to the contractor as against 
the net benefits which may accrue to the 
Government. 

§ 7.203—7 Examination of records. 

(a) Except as provided in paragraph 
(b) of this section, and in § 6.701 of this 
chapter, insert the following clause: 

Examination of Records (Nov. 1962) 

(a) (1) The Contractor agrees to main¬ 
tain books, records, documents, and other 
evidence pertaining to the costs and ex¬ 
penses of this contract (hereinafter collec¬ 
tively called the “record”) to the extent and 
in such detail as will properly reflect all net 
costs, direct and indirect, of labor, materials, 
equipment, supplies and services, and other 
costs and expenses of whatever nature for 
which reimbursement is claimed under the 
provisions of this contract. 

(2) The Contractor agrees to make avail¬ 
able at the office of the Contractor at all rea¬ 
sonable times during the period set forth in 
subparagraph (4) below any of the records 
for inspection, audit or reproduction by any 
authorized representative of the Comptroller 
General. 

(3) In the event the Comptroller General 
or any of his duly authorized representatives 
determines that his audit of the amounts 
reimbursed under this contract as transpor¬ 
tation charges will be made at a place other 
than the office of the Contractor, the Con¬ 
tractor agrees to deliver, with the reimburse¬ 
ment voucher covering such charges or as 


may be otherwise specified within two years 
after reimbursement of charges covered by 
any such voucher, to such representative as 
may be designated for that purpose through 
the Contracting Officer, such documentary 
evidence in support of transportation costs as 
may be required by the Comptroller General 
or any of his duly authorized representatives. 

(4) Except for documentary evidence de¬ 
livered to the Government pursuant to sub- 
paragraph (3) above, the Contractor shall 
preserve and make available his records (i) 
for a period of three years from the date of 
final payment under this contract, and (ii) 
for such longer period, if any, as is required 
by applicable statute, by any other clause of 
this contract, or by (A) or (B) below. 

(A) If this contract is completely or par¬ 
tially terminated, the records relating to the 
work terminated shall be preserved and made 
available for a period of three years from the 
date of any resulting final settlement. 

(B) Records which relate to (i) appeals 
under the Disputes clause of this contract, 
(ii) litigation or the settlement of claims 
arising out of the performance of this con¬ 
tract, or (iii) cost and expenses of this con¬ 
tract as to which exception has been taken 
by the Comptroller General or any of his duly 
authorized representatives, shall be retained 
by the Contractor until such appeals, litiga¬ 
tion, claims, or exceptions have been 
disposed of. 

(5) Except for documentary evidence de¬ 
livered pursuant to subparagraph (3) above, 
and the records described in subparagraph 

(4) (B) above, the Contractor may in fulfill¬ 
ment of his obligation to retain his records 
as required by this clause substitute photo¬ 
graphs, microphotographs, or other authen¬ 
tic reproductions of such records, after the 
expiration of two years following the last 
day of the month of reimbursement to the 
Contractor of the invoice or voucher to which 
such records relate, unless a shorter period 
is authorized by the Contracting Officer with 
the concurrence of the Comptroller General 
or his duly authorized representative. 

(6) The provisions of this paragraph (a), 
including this subparagraph (6) shall be ap¬ 
plicable to and included in each subcontract 
hereunder which is on a cost, cost-plus-a- 
fixed-fee, time-and-material or labor-hour 
basis. 

(b) The Contractor further agrees to in¬ 
clude in each of his subcontracts hereunder, 
other than those set forth in subparagraph 
(a) (6) above, a provision to the effect that 
the subcontractor agrees that the Comp¬ 
troller General or any of his duty authorized 
representatives, shall, until the expiration 
of three years after final payment under the 
subcontract, have access to and the right 
to examine any directly pertinent books, 
documents, papers, and records of such sub¬ 
contractor, involving transactions related to 
the subcontract. The term “subcontract,” 
as used in this paragraph (b) only, excludes 

(i) purchase orders not exceeding $2,500 and 

(ii) subcontracts or purchase orders for 
public utility services at rates established 
for uniform applicability to the general 
public. 

In the foregoing clause, substitute in 
contracts of the Department of the Navy 
“the Director, Contract Audit Division, 
Office of the Auditor General of the Navy, 
Washington, D.C.” for the words “the 
Contracting Officer” in subparagraph 
(a)(3). 

***** 

§ 7.203—8 Subcontracts. 

Subcontracts (Nov. 1962) 

(a) The Contractor shall give advance 
notification to the Contracting Officer of any 
proposed subcontract hereunder which (i) 
is in a cost, cost-plus-a-fee, time and ma- 
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terial, or labor-hour basis, or (ii) is on a 
fixed-price basis exceeding in dollar amount 
either $25,000 or five percent (5%) of the 
total estimated cost of this contract. 

(b) In the case of a proposed subcontract 
which (i) is on a cost, cost-pliis-a-fee, time 
and material, or labor-hour basis and which 
would involve an estimated amount in ex¬ 
cess of $10,000, including any fee; or (ii) is 
proposed to exceed $10,000; or (iii) is one 
of a number of subcontracts under this con¬ 
tract with a single subcontractor for the 
same or related supplies or services which, 
in the aggregate are expected to exceed $100,- 
000; the advance notification required by 
(a) above shall include: 

(1) A description of the supplies or serv¬ 
ices to be called for by the subcontract; 

(2) Identification of the proposed sub¬ 
contractor and an explanation of why and 
how the proposed subcontractor was selected, 
including the degree of competition obtained; 

(3) The proposed subcontract price, to¬ 
gether with the Contractor’s cost or price 
analysis thereof, including current, com¬ 
plete, and correct cost or pricing data ac¬ 
companied with a certificate from the 
subcontractor to the effect that all cost or 
pricing data has been considered by the 
subcontractor in preparing his proposal and 
that such data is current, and has been 
provided the Contractor; and 

(4) Identification of the type of contract 
proposed to be used. 

(c) The Contractor shall not, without the 
prior written consent of the Contracting 
Officer, place any subcontract which (i) is 
on a cost or cost-plus-a-f^e basis, or (ii) is 
on a fixed-price basis exceeding in dollar 
amount either $25,000 or five percent (5%) 
of the total estimated cost of this contract, 
or (iii) provides for the fabrication, purchase, 
rental, installation or other acquisition, 
of any item of industrial facilities, or of 
special tooling having a value in excess of 
$1,000, or (iv) is on a time and material or 
labor-hour basis. The Contracting Officer 
may, in his discretion, ratify in writing any 
such subcontract; such action shall consti¬ 
tute the consent of the Contracting Officer 
as required by this paragraph (c). 

(d) The Contractor agrees that no sub¬ 
contract placed under this contract shall 
provide for payment on a cost-plus-a-per- 
centage-of-cost basis. 

(e) The Contracting Officer may, in his 
discretion, specifically approve in writing 
any of the provisions of a subcontract. How¬ 
ever, such approval or the consent of the 
Contracting Officer obtained as required by 
this clause shall not be construed to con¬ 
stitute a determination of the allowability 
of any cost under this contract, unless such 
approval specifically provides that it con¬ 
stitutes a determination of the allowability 
of such cost. 

(f) The Contractor shall give the Con¬ 
tracting Officer immediate notice in writing 
of any action or suit filed, and prompt notice 
of any claim made against the Contractor 
by any subcontractor or vendor which, in 
the opinion of the Contractor, may result 
in litigation, related in any way to this 
contract with respect to which the Con¬ 
tractor may be entitled to reimbursement 
from the Government. 

(g) Notwithstanding (c) above, the Con- 
ractor may enter into subcontracts within 
(n), or, if the subcontract is for special tool- 
ng, within (iii), of (c) above, without the 

prior written consent of the Contracting Of- 
cer if the Contracting Officer has, in writ¬ 
s’ approved the Contractor’s purchasing 
system and the subcontract is within the 
imitations of such approval. 

(h) The Contractor shall (i) insert in 
ac price redetermination or incentive price 

o e f V r n .. SUbCOntract hereund er the substance 
f e Lina itation on Payments” provision 
orth in Paragraph (f) of the clause pre¬ 


scribed by paragraph 7-108 of the Armed 
Services Procurement Regulation, including 
subparagraph (4) thereof, modified to omit 
mention of the Government and reflect the 
position of the Contractor as purchaser and 
of the subcontractor as vendor, and to omit 
that portion of sfibparagraph (3) thereof 
relating to tax credits, and (ii) include in 
each cost-reimbursement type subcontract 
hereunder a requirement that each price re¬ 
determination and incentive price revision 
subcontact thereunder will contain the sub¬ 
stance of the “Limitation on Payments” pro¬ 
vision, including subparagraph (4) thereof, 
modified as outlined in (i) above. 

(i) To facilitate small business participa¬ 
tion in subcontracting under this contract, 
the Contractor agrees to provide progress 
payments on the fixed-price types of sub¬ 
contracts of those subcontractors which are 
small business concerns, in conformity with 
the standards for customary progress pay¬ 
ments stated in paragraphs 503 and 514 of 
Appendix E of the Armed Services Procure¬ 
ment Regulation, as in effect on the date 
of this contract. The Contractor further 
agrees that the need for such progress pay¬ 
ments will not be considered as a handicap 
or adverse factor in the award of subcon¬ 
tracts. 

In paragraph (a) of the foregoing clause, 
the percentage and amount set forth 
therein may be revised downward only 
in accordance with Departmental pro¬ 
cedures. In paragraph (c) of the fore¬ 
going clause, the percentage and amount 
set forth in (ii) thereof may be varied, 
the dollar amount set forth in (iii) may 
be increased, and in (i) and (iv) thereof 
dollar amounts not in excess of $10,000 
may be established below which the prior 
written consent of the contracting officer 
need not be obtained, in accordance with 
Departmental procedures. 

17. New §§ 7.203-29, 7.203-30, and 

7.203-31 are added; § 7.303-16 is revised; 
and new §§ 7.303-28 and 7.303-29 are 
added, as follows: 

§ 7.203—29 Audit and records. 

In accordance with the requirements 
of § 7.104-41, insert the appropriate 
clause set forth therein. 

§ 7.203—30 Price reduction for defective 
cost or pricing data. 

Insert the clause set forth in § 7.104- 
29(a). 

§ 7.203—31 Subcontractor cost and pric¬ 
ing data. 

Insert the clause set forth in § 7.104- 
42(a). 

§ 7.303—16 Price reduction for defective 
cost or pricing data. 

In accordance with the requirements of 
§ 7.104-29, insert the appropriate clause 
set forth therein. 

§ 7.303—28 Audit and records. 

In accordance with the requirements 
of § 7.104-41, insert the appropriate 
clause set forth therein. 

§ 7.303—29 Subcontractor cost and pric¬ 
ing data. 

In accordance with the requirements of 
§ 7.104-42, insert the appropriate clause 
set forth therein. 

18. A new sentence is added to § 7.304- 
1; in .§ 7.402-8, paragraph (a) is amended 
by revising the clause heading, clause 
paragraph (b) (3) , and clause paragraph 
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(h); and in this same section, paragraph 
(b) is revised, as follows: 

§ 7.304—1 Changes. 

* * * * * 

In accordance with Public Law 87-653, 
prior to the pricing of any change order 
that is expected to exceed $100,000, the 
contracting officer shall require the Con¬ 
tractor to furnish a Certificate of Cur¬ 
rent Cost of Pricing Data (see § 3.807-4 
of this chapter) and shall assure that 
the contract includes or is modified to 
include a Defective Pricing Data clause 
(see § 7.104-29). 

§ 7.402—8 Subcontracts. 

(a) * * * 

Subcontracts (Nov. 1962) 

***** 

(b) * * * 

(3) the proposed subcontract price, to¬ 
gether with the Contractor’s cost or price 
analysis thereof, including current, com¬ 
plete, and correct cost or pricing data 
accompanied with a certificate from the sub¬ 
contractor to the effect that all cost or 
pricing data has been considered by the 
subcontractor in preparing his proposal and 
that such data is current, and has been 
provided the Contractor; and 

***** 

(h) The Contractor shall (i) insert in each 
price redetermination or incentive price re¬ 
vision subcontract hereunder the substance 
of the “Limitation on Payments” provision 
set forth in paragraph (f) of the clause pre¬ 
scribed by paragraph 7-108 of the Armed 
Services Procurement Regulation, including 
subparagraph (4) thereof, modified to omit 
mention of the Government and reflect the 
position of the Contractor as purchaser and 
of the subcontractor as vendor, and to omit 
that portion of subparagraph (3) thereof 
relating to tax credits, and (ii) include in 
each cost-reimbursement type subcontract 
hereunder a requirement that each price re¬ 
determination and incentive price revision 
subcontract thereunder will contain the 
substance of the “Limitation on Payments” 
provision, including subparagraph (4) 
thereof, modified as outlined in (i) above. 
***** 

(b) In paragraph (a) of the foregoing 
clause, the percentage and amount set 
forth therein may be revised downward 
only in accordance with Departmental 
procedures. In paragraph (c) of the 
foregoing clause, the percentage and 
amount set forth in (ii) thereof may be 
varied, the dollar amount set forth in 
(iii) may be increased, and, in (i), (iv), 
and (v) thereof, dollar amounts not in 
excess of $10,000 may be established 
below which the prior written consent 
of the contracting officer need not be 
obtained, in accordance with Depart¬ 
mental procedures. 

***** 

19. New §§ 7.402-30, 7.402-31, and 
7.402-32 are added, and a new sentence 
is added to § 7.404-1, as follows: 

§ 7.402—30 Audit and records. 

In accordance with the requirements 
of § 7.104-41, insert the appropriate 
clause set forth therein. 

§ 7.402—31 Price reduction for defective 
cost or pricing data. 

Insert the clause set forth in § 7.104- 
29(a). 
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§ 7.402—32 Subcontractor cost and pric¬ 
ing data. 

Insert the clause set forth in § 7.104- 
42(a). 

§ 7.404-1 Changes. 

* * * * * 

In accordance with Public Law 87-653, 
prior to the pricing of any change order 
that is expected to exceed $100,000, the 
Contracting Officer shall require the 
Contractor to furnish a Certificate of 
Current Cost or Pricing Data (see 
§ 3.807-4 of this chapter) and shall 
assure that the contract includes or is 
modified to include a Defective Pricing 
Data clause (see § 7.104-29). 

20. A new sentence is added to § 7.602- 
3; §7.603-11 is revised; and new §§ 7.603- 
20 and 7.603-21 are added, as follows: 

§ 7.602—3 Changes. 

***** 

In accordance with Public Law 87-653, 
prior to the pricing of any change order 
that is expected to exceed $100,000, the 
contracting officer shall require the con¬ 
tractor to furnish a Certificate of Cur¬ 
rent Cost or Pricing Data (see § 3.807-4 
of this chapter) and shall assure that 
the contract includes or is modified to 
include a Defective Pricing Data clause 
(see § 7.104-29). 

§ 7.603—11 Price reduction for defective 
cost or pricing data. 

In accordance with the requirements 
of § 7.104-29, insert the appropriate 
clause set forth therein. 

§ 7.603—20 Audit and records. 

In accordance with the requirements 
of § 7.104-41, insert the appropriate 
clause set forth therein. 

§ 7.603—21 Subcontractor cost and pric¬ 
ing data. 

In accordance with the requirements 
of § 7.104-42, insert the applicable clause 
set forth therein. 


PART 8—TERMINATION OF 
CONTRACTS 

21. The existing text of § 8.701 is des¬ 
ignated as paragraph (a) and a new 
paragraph (b) is added, as follows: 

§ 8.701 Termination clause for fixed- 
price contracts. 

(a) * • * 

(b) In fixed-price incentive contracts, 
paragraph (1) set forth below shall be 
added to the clause set forth in para¬ 
graph (a) of this section: 

(1) Insofar as items under this contract 
are subject to incentive price revision and 
the total final price for such items has not 
been established under the incentive price 
revision clause of this contract, the total 
contract price shall include, for the purpose 
of paragraphs (d) and (e) of this clause, 
the amount which the total final price for 
such items may not exceed under the in¬ 
centive price revision clause. 

22. The existing text of § 8.703 is des¬ 
ignated as paragraph (a) and a new 
paragraph (b) is added, as follows: 


§ 8.703 Termination clause for fixed- 
price construction contracts. 

(a) * * * 

(b) In fixed-price incentive construc¬ 
tion contracts, paragraph (1) set forth 
below shall be added to the clause set 
forth in paragraph (a) of this section. 

(1) Insofar as items under this contract 
are subject to incentive price revision and 
the total final price for such items has not 
been established under the incentive price 
revision clause of this contract, the total 
contract price shall include, for the purpose 
of paragraphs (d) and (e) of this clause, 
the amount which the total final price for 
such items may not. exceed under the in¬ 
centive price revision clause. 


PART 12—LABOR 

23. Section 12.604(d) is revised to read 
as follows: 

§ 12.604 Responsibilities of contracting 
officers. 

***** 

(d) Prepare and transmit three copies 
of DD Form 350 as provided in § 16.803- 
2(c) of this chapter. 

[ASPR, Rev. 12, November 26, 19621 (Sec. 
2202, 70A Stat. 120; 10 U.S.C. 2202. Interpret 
or apply secs. 2301-2314, 70A Stat. 127-133; 
10 U.S.C. 2301-2314) 

Kenneth G. Wickham, 
Brigadier General, U.S. Army, 
Acting The Adjutant General. 

[FJR. Doc. 63-2270; Filed, Mar. 4, 1963; 
8:45 a.m.] 


Chapter VI—Department of the Navy 
SUBCHAPTER G—MISCELLANEOUS RULES 

PART 765—RULES APPLICABLE TO 
THE PUBLIC 

Visitor Control 

1. Section 765.4, entitled ‘‘Visitors on 
vessels under construction or conver¬ 
sion”, is renumbered § 765.5, and a new 
§ 765.4 is inserted reading as follows: 

§ 765.4 Visitor control. 

Access to any naval activity afloat or 
ashore is subject to (a) the authoriza¬ 
tion and control of the officer or person 
in command or charge and (b) restric¬ 
tions prescribed by law or cognizant au¬ 
thority to safeguard (1) the maximum 
effectiveness of the activity, (2) classi¬ 
fied information (E.O. 10501, 18 F.R. 
7049, as amended, 50 U.S.C. 401 note), 
(3) national defense or security, and (4) 
the person and property of visitors as 
well as members of the Department of 
Defense, and Government property. 

(R.S. 161, sec. 5031, 70A Stat. 278, as 
amended; 5 U.S.C. 22, 10 U.S.C. 5031) 

By direction of the Secretary of the 
Navy. 

Dated: February 26,1963. 

[seal] Robert D. Powers, Jr., 
Rear Admiral, U.S. Navy, Act¬ 
ing Judge Advocate General 
of the Navy . 

[F.R. Doc. 63-2271; Filed, Mar. 4, 1963; 
8:45 a.m.] . 


Title 39—POSTAL SERVICE 

Chapter I—Post Office Department 

PART 168—DIRECTORY OF INTER¬ 
NATIONAL MAIL 

International Mail Amendments 

The regulations of the Post Office De¬ 
partment in § 168.5 Individual country 
regulations are amended as follows: 

§ 168.5 Amendment. 

1. In country “Argentina,” under Par¬ 
cel Post, the next to last paragraph of the 
item Observations is amended to show 
modified invoice requirements. As so 
amended, the next to last paragraph 
reads as follows: 

Observations. * * * 

All parcels other than gifts valued un¬ 
der $5.00 must be accompanied by com¬ 
mercial invoices in duplicate. 

2. In country “Ceylon,” under Postal 
Union Mail, and Parcel Post, add the 
following new items respectively thereto: 

Postal Union Mail 
***** 

Prohibitions and import restrictions. 
Articles prohibited or restricted as parcel 
post are prohibited or restricted in the 
postal union mail. 

Parcel Post 

***** 

Prohibitions and import restrictions. 
The importation of many types of mer¬ 
chandise is prohibited, while other types 
require import permits which the ad¬ 
dressees must obtain from the Controller 
of Imports at Colombo. No list of af¬ 
fected items is furnished. Therefore, 
patrons should be advised, before mail¬ 
ing parcel post or postal union mail 
packages, to obtain assurance from the 
addressees that their articles will be 
admitted. 

3. In country “Great Britain and 
Northern Ireland”, under Postal Union 
Mail, make the following changes: 

A. Amend the item Observations to 
read as follows: 

Observations. Commercial shipments 
in letter packages, small packets, or du¬ 
tiable printed matter must have enclosed 
a paper form of customs declaration 
(Form 2976-A), and only the upper por¬ 
tion of the green customs label (Form 
2976) is needed on the wrapper. See 
§ 111.4 (a) and (b) of this part. The 
forms may be omitted from printed mat¬ 
ter which is not dutiable. Noncommer¬ 
cial (individual) shipments by letter 
package or small packet do not require 
Form 2976-A, provided the entire Form 
2976 is completed and affixed to the 
wrapper. 

The import regulations governing par¬ 
cel post apply also to merchandise sent 
by postal union mail. See “Observa¬ 
tions” and “Import restrictions” under 
Parcel Post. 

B. Amend the first paragraph of the 
item Prohibitions and import restric¬ 
tions to read as follows: 
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Prohibitions and import restrictions. 
(a) British treasury notes, but not other 
forms of paper money, (b) all securities 
regradless of issue, whether canceled or 
not, and documents certifying to their 
destruction or cancellation, except ster¬ 
ling. “Registered Certificates” relating 
to securities on which the interest or 
dividends are not available by coupon. 

4. In country “India”, under Parcel 
Post add the following item: 

Import restrictions. The attention of 
senders should be called to the following 
requirements, which are to be met by the 
addressees: 

Addressees in India are required to ob¬ 
tain import licenses for all goods except 
those intended for their personal use 
and not exceeding 100 rupees ($21.00) in 
value. If the license is not obtained 
when required, the articles are con¬ 
sidered as prohibited. 

5. In country “Israel, State of,” under 
Parcel Post, make the following changes: 

A. Amend the item Observations by 
adding the following new paragraph 
thereto: 

Observations. * * * 

To facilitate clearance of commercial 
parcels, it is recommended that senders 
attach the invoice, or a copy thereof, to 
the dispatch note, or place it in a sepa¬ 
rate envelope pasted to the wrapper of 
the parcel. To avoid delay in case the 
invoice becomes detached in handling, 
it is recommended that a copy, or the 
original invoice, be enclosed in the par¬ 
cel. 

B. Amend the item Prohibitions by 
adding the following new paragraph 
thereto: 

Prohibitions. * * * 

Medicine must be completely described 
on customs declarations, showing the 
name of the medicine and the exact 
quantity. Prescription medicines should 
be accompanied by a copy of the pre¬ 
scription in which case the customs 
declaration may be marked “Medicine— 
Prescription enclosed.” 

6. In country “Korea, Republic of,” 
under Postal Union Mail, amend the item 
“Small packets —Not accepted” to read 
“Small packets —Accepted.” 

7. In country “Mexico,” under Parcel 
Post, amend the item Prohibitions by 
adding the following new paragraphs 
thereto: 

Prohibitions. * * * 

Candy containing chocolate. 
Radioactive materials, unless the 
sender has obtained import authoriza¬ 
tion prior to mailing from the National 
Nuclear Energy Commission, Av. Insur- 
gentes Sur 1079, Mexico, D.F., Mexico. 

8- In country “Peru,” under Postal 
Union Mail, amend the item Prohibitions 
by adding “Communist Propaganda,” 
thereto. 

9. In country “Portugal,” under Par- 
> amenc * the second paragraph 

of the item Observations to read as fol¬ 
lows: 

Observations. * * * 

When parcels involving foreign ex¬ 
change (i.e., commercial shipments) are 


mailed in a locality where there is a 
Portuguese consulate, the sender must 
submit to such consulate three copies 
of the consular invoice and one copy of 
the commercial invoice which he must 
certify as correct and sign. The consu¬ 
late returns one copy of the consular in¬ 
voice to the mailer, who should send it 
direct to the addressee by letter. If there 
is no Portguese consulate located at the 
place of mailing, the consular invoice 
may be omitted, in which event the con¬ 
sular fees are collected from the ad¬ 
dressee. 

10. Delete the country “Portuguese 
India (Goa, Damao, and Diu)”. The 
government of India has notified the 
Universal Postal Union that the post 
offices of the Territory of Goa, Damao, 
and Diu are now incorporated into the 
postal service of India. All classes of 
mail, including parcel post, for such ter¬ 
ritories are now subject to the postage 
rates and other conditions applicable to 
India and should no longer be addressed 
“Portuguese India.” 

11. In country “Zanzibar Protec¬ 
torate,” under Parcel Post, amend the 
item Observations to read as follows: 

Observations. Commercial parcels 
which exceed 200 shillings ($28) in value 
must be accompanied by customs invoices 
on the forms prescribed by the Zanzibar 
authorities. Mailers can purchase the 
forms from Unz & Company, 24 Beaver 
Street, New York 4, N.Y. It is advisable 
to send the completed invoice direct to 
the addressee by air mail, and to enclose 
a copy in the parcel. Invoices are not 
required for individual shipments re¬ 
gardless of value, or for commercial 
shipments not exceeding $28. 

(R.S. 161, as amended; 5 U.S.C. 22, 39 U.S.C. 
501, 505) 

Louis J. Doyle, 
General Counsel. 

[F.R. Doc. 63-2281: Filed, Mar. 4, 1963; 

8:47 a.m.] 


Title 42—PUBLIC HEALTH 

Chapter I—Public Health Service, De¬ 
partment of Health, Education, and 
Welfare 

SUBCHAPTER D—GRANTS 

PART 51— GRANTS TO STATES FOR 
PUBLIC HEALTH SERVICES 

Grants for Comprehensive Mental 
Health Planning 

Notice of proposed rule making, public 
rule making procedures and delay in ef¬ 
fective date have been omitted as unnec¬ 
essary in the issuance of the following 
amendment to this part which relates 
solely to grants for comprehensive men¬ 
tal health planning. The purpose of this 
amendment is to permit such amounts 
of the allotment to any State in any year 
as are approved in its State plan for de¬ 
velopment of comprehensive mental 
health planning to remain available for 
expenditure by that State for that pur¬ 
pose for an additional period of time 
without being subject to the general lim¬ 
itations on allotments and expenditures 


contained in the present regulations. 
Pursuant to section 314(j) of the Public 
Health Service Act, as amended (58 Stat. 
695; 42 U.S.C. 246(j)), this amendment 
is made after consultation with, and with 
the agreement of, a conference of the 
State mental health authorities. 

Paragraph (c) of § 51.4 is amended 
to read as follows: 

(c) Allotments for each program for 
the first six months shall be made prior 
to the beginning of the fiscal year or as 
soon thereafter as practicable, and shall 
equal not less than 60 percent nor more 
than 70 percent of the total sum deter¬ 
mined to be available for allotment dur¬ 
ing that fiscal year. At the end of the 
second quarter, the amounts of allot¬ 
ments for the first six-month period 
which have not been certified for pay¬ 
ment to the respective States pursuant 
to § 51.8 shall become available for allot¬ 
ment among the States in the same man¬ 
ner as moneys which had not previously 
been allotted: Provided , That with re¬ 
spect to grants for mental health 
activities, such amounts of the allotment 
to any State in any year as are approved 
in its plan for the development of com¬ 
prehensive mental health planning shall 
remain available for expenditure by that 
State for that purpose during the fiscal 
year in which the State plan is approved 
and during such portion of the next suc¬ 
ceeding fiscal year as may be approved 
by the Surgeon General or his designee, 
and in such cases (1) payments from 
such amounts shall be made during the 
period for which such plan has been 
approved without regard to the six- 
month allotment limitation in § 51.8(d), 
and (2) expenditures of public funds of 
the State or its political subdivision 
(otherwise allowable for matching pay¬ 
ments of mental health grant funds as 
authorized by § 51.9(a)) which are made 
during the fiscal year or such longer 
period for which such plan is approved 
shall be allowable for matching such 
payments. 

(Sec. 215, 58 Stat. 690, as amended; 42 U.S.C. 
216. Interpret or apply sec. 314, 58 Stat. 
693, as amended; 42 U.S.C. 246) 

Effective date. This amendment shall 
be effective on the date of publication in 
the Federal Register. 

Dated: February 4,1963. 

[seal] Luther L. Terry, 

Surgeon General. 

Approved: February 27,1963. 

Anthony J. Celebrezze, 

Secretary. 

[F.R. Doc. 63-2300; Filed, Mar. 4, 1963; 

8:49 a.m.] 


SUBCHAPTER F—QUARANTINE, INSPECTION, 
LICENSING 

PART 73—BIOLOGICAL PRODUCTS 

Safety Standards; Poliomyelitis 
Vaccine, Adenovirus Vaccine 

On September 11, 1962, a notice of 
proposed rule making was published in 
the Federal Register (27 F.R. 8975) pro¬ 
posing to amend safety standards in 
Part 73 of the Public Health Service 
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regulations to include a test for the 
simian agent SV 40 , prior to inactivation 
of each virus pool of Poliomyelitis Vac¬ 
cine and Adenovirus Vaccine. 

Views and arguments respecting the 
proposed amendments were invited to be 
submitted within 30 days after publica¬ 
tion of the notice in the Federal Reg¬ 
ister, and notice was given of intention, 
because of the importance of the test 
and in the public interest, to make any 
amendments that were adopted effective 
on the date of their publication in the 
Federal Register. 

After consideration of all comments 
submitted, the following amendments to 
Part 73 of the Public Health Service 
regulations are hereby adopted to be¬ 
come effective immediately. 

1. Amend § 73.102(a) to read as fol¬ 
lows: 

(a) The virus pool—tests prior to in¬ 
activation —(1) B virus and Mycobac¬ 
terium tuberculosis. Prior to inactiva¬ 
tion, each individual virus harvest or 
virus pool shall be tested for the pres¬ 
ence of B virus and Mycobacterium 
tuberculosis. 

(2) SV 40 . Prior to inactivation, the 
material shall be tested for the presence 
of SV 40 as follows (or by any other test 
producing equally reliable results): A 
sample of at least five ml. from the virus 
harvest or virus pool or pool of tissue cul¬ 


ture fluids from corresponding control 
vessels shall be neutralized by high titer 
antiserum of an origin other than hu¬ 
man, chicken, or simian. The sample 
shall be tested in the same tissue culture 
system used for propagating the virus 
vaccine, and in primary cercopithecus 
tissue cultures or in a cell line demon¬ 
strated as equally susceptible to SV 40 . 
Each tissue culture system shall be ob¬ 
served for at least 14 days and at the end 
of the observation period at least one 
subculture of fluid shall be made in the 
same tissue culture system and observed 
for an additional 14 days. 

(3) Test results. The virus harvest 
or virus pool is satisfactory for poliomy¬ 
elitis vaccine only if the tests produce 
no evidence of the presence of B virus, 
Mycobacterium tuberculosis or SV 40 . 

2. Amend § 73.132(a) (1) to read as 
follows: 

(a) The virus pool —(1) Tests prior 
to inactivation —(i) B virus and Myco¬ 
bacterium tuberculosis. Prior to inac¬ 
tivation, each individual virus harvest or 
virus pool shall be tested for the presence 
of B virus and Mycobacterium tuber¬ 
culosis. 

(ii) SV 40 . Prior to inactivation, the 
material shall be tested for the presence 
of SV 40 as follows (or by any other test 
producing equally reliable results): A 
sample of at least five ml. from the virus 


harvest or virus pool or pool of tissue cul¬ 
ture fluids from corresponding control 
vessels shall be neutralized by high titer 
antiserum of an origin other than hu¬ 
man, chicken, or simian. The sample 
shall be tested in the same tissue culture 
system used for propagating the virus 
vaccine, and in primary cercopithecus 
tissue cultures or in a cell line demon¬ 
strated as equally susceptible to SV40. 
Each tissue culture system shall be ob¬ 
served for at least 14 days and at the end 
of the observation period at least one 
subculture of fluid shall be made in the 
same tissue culture system and observed 
for an additional 14 days. 

(iii) Test results. The virus harvest 
or virus pool is satisfactory for adeno¬ 
virus vaccine only if the tests produce 
no evidence of the presence of B virus, 
Mycobacterium tuberculosis and SV 40 . 

(Sec. 215, 58 Stat. 690, as amended; 42 U.S.C. 
216. Interpret or apply Sec. 351, 58 Stat. 
702, as amended; 42 U.S.C. 262) 

Dated: February 14, 1963. 

[seal] Luther L. Terry, 

Surgeon General. 

Approved: February 27, 1963. 

Anthony J. Celebrezze, 

Secretary. 

[FJR. Doc. 63-2301; Filed, Mar. 4, 1963; 

8:50 a.m.] 
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ATOMIC ENERGY COMMISSION 

[10 CFR Part 40 1 
LICENSING OF SOURCE MATERIAL 

Notice of Proposed Rule Making 

Statement of considerations. Concur¬ 
rently with publication of this notice the 
Commission is publishing notices of pro¬ 
posed rule making to amend 10 CFR 
Part 70, “Licensing of Special Nuclear 
Material/* and Part 71, “Shipment of 
Special Nuclear Material,” and to revise 
proposed Part 72, “Protection Against 
Radiation in the Shipment of Irradiated 
Fuel Elements,” of Commission regula¬ 
tions. Among other provisions, the pro¬ 
posed amendment of Part 70 would in¬ 
clude criteria relating to avoidance of 
accidental criticality. 

Certain large quantities of source ma¬ 
terial, when shipped in combination with 
materials having unusual moderating 
properties, require special consideration 
because of the possibility of accidental 
criticality. Accordingly, the following 
proposed amendment of 10 CFR Part 40, 
“Licensing of Source Material” provides 
that the Commission must approve the 
shipping procedures to be followed for 
shipments of more than 500 pounds of 
uranium if the packages in which the 
uranium is shipped also contain quan¬ 
tities of beryllium, graphite, or deu¬ 
terium such that the atomic ratios speci¬ 
fied in the proposed amendment are 
exceeded. 

Notice is hereby given that adoption 
of the following rule is contemplated. 
All interested persons who desire to sub¬ 
mit written comments and suggestions 
for consideration in connection with the 
proposed amendment should send them 
in triplicate to the Secretary, United 
States Atomic Energy Commission, 
Washington 25, D.C., within 90 days 
after publication of this notice in the 
Federal Register. Comments received 
after that period will be considered if it 
is practicable to do so, but assurance of 
consideration cannot be given except as 
to comments filed within the period 
specified. 

1. 10 CFR Part 40, “Licensing of 
Source Material,” is amended by adding 
a new section as follows: 

§ 40.52 Shipment. 

No licensee shall transport or deliver 
to a carrier for transport a shipment of 
more than 500 pounds of uranium when 
any package in which uranium is 
shipped contains beryllium, graphite or 
heavy water in such an amount that the 
number of atoms of beryllium is equal to 
the number of atoms of uranium, the 
number of atoms of carbon is fifteen 
times the number of atoms of uranium, 
or the number of atoms of deuterium in 
tne heavy water is five times the number 
oi atoms of uranium, unless the shipping 
Procedures have been approved by the 


Commission. Approval may be obtained 
by submitting to the Division of Licens¬ 
ing and Regulation information which 
demonstrates that accidental criticality 
will not occur under any credible cir¬ 
cumstances during shipment. 

Dated at Germantown, Md., this 15th 
day of February 1963. 

For the Atomic Energy Commission. 

Woodford B. McCool, 

Secretary. 

[F.R. Doc. 63-2127; Filed, Mar. 4, 1963; 

8:45 a.m.] 


[ 10 CFR Part 70 ] 

“LICENSING OF SPECIAL NUCLEAR 

MATERIAL” TO ADD CRITICALITY 

CONSIDERATIONS AND OTHER LI¬ 
CENSING CRITERIA 

Notice of Proposed Rule Making 

Statement of considerations. Prior to 
approving an application to receive, 
possess, use, and transfer special nuclear 
material, the Atomic Energy Commis¬ 
sion must determine that the applicant's 
proposed procedures, facilities, and 
equipment are adequate to protect health 
and minimize danger to life or property. 
In making this determination the Com¬ 
mission evaluates the applicant’s pro¬ 
posed procedures intended to avoid a 
condition of accidental criticality. In 
this evaluation the Commission utilizes 
a considerable amount of experimental 
and calculated technical information de¬ 
rived primarily from work performed 
under Commission contracts. 

The use of this information over a 
period of years has resulted in the de¬ 
velopment of informal standards or 
guides which the Commission staff 
utilizes as licensing criteria in determin¬ 
ing the adequacy of an applicant’s pro¬ 
posed procedures, facilities and equip¬ 
ment to protect against accidental 
criticality during receipt, possession, use 
and transfer of special nuclear materials. 
These criteria have not yet been explic¬ 
itly stated in the Commission’s regula¬ 
tions. The proposed revision of 10 CFR 
Part 70, set out below, would define 
these criteria explicitly insofar as they 
apply to receipt, possession, including 
storage, and processing of special nuclear 
material. 

Concurrently with publication of this 
proposed revision of 10 CFR Part 70, a 
notice is being published of proposed 
amendments of 10 CFR Part 71 which 
would add criteria applicable to trans¬ 
port of special nuclear material. 

The proposed revision of Part 70 de¬ 
letes § 70.37 (Disclaimer of warranties) 
and § 70.43 (Licensee’s responsibility for 
special nuclear material), since pro¬ 
visions dealing with those matters are in¬ 
cluded in the standard special nuclear 
material lease agreements between the 
Commission and licensees, and the sec¬ 


tions relate to licensees’ business rela¬ 
tionships with the Commission. 

The proposed revision of Part 70 would 
amend § 70.53 in a new § 70.93 to provide 
that the Commission may require certain 
licensees to submit Form AEC-578a, 
“Material Activity Schedule,” support¬ 
ing Form AEC-578, “Material Status 
Reports.” The new Form AEC-578a is 
designed to provide a reconciliation 
mechanism with respect to special nu¬ 
clear material physically possessed by 
one licensee but held by him for the ac¬ 
count of another licensee to whom the 
material was leased by the Commission. 
Experience has shown the need for such 
a reconciliation schedule. The Commis¬ 
sion has found on a number of occasions 
that information submitted by the li¬ 
censee having physical possession of 
special nuclear material is inconsistent 
with information submitted by the li¬ 
censee financially responsible to the 
Commission. Use of the new form will 
eliminate considerable correspondence 
in connection with the reconciliation of 
accounts. Advance notice will be fur¬ 
nished to licensees required to submit 
Forms AEC-578a. Form AEC-578a is to 
be signed by both licensees. Specimen 
copies of Form AEC-578a may be ob¬ 
tained from the Division of Licensing 
and Regulation, United States Atomic 
Energy Commission, Washington 25, 
D.C. 

Except for the changes relating to 
§§ 70.37, 70.43, and 70.53 all proposed 
changes in the revision relate to consid¬ 
erations of health and safety, including 
avoidance of accidental criticality. 

In the interest of simplification and 
clarification, the present § 70.22, “Con¬ 
tents of Applications,” is to be subdi¬ 
vided, two sections specify information 
which must be furnished in every appli¬ 
cation, and another describing informa¬ 
tion to be provided only by applicants 
wishing authorization to receive, possess 
or use special nuclear material contain¬ 
ing in excess of 300 grams, computed by 
adding the weight of any U-233 and any 
plutonium to 0.6 times the weight of any 
U-235. Accidental criticality is not a 
problem with less than these quantities. 

Sections 70.23 and 70.24, which now 
prescribe information which must be 
furnished by all applicants, have been 
expanded to provide more detailed in¬ 
formation regarding the specific subjects 
which the AEC evaluates in reviewing an 
application (for example, handling and 
shielding devices, ventilating systems, 
glove boxes, fire detection and extin¬ 
guishing systems, waste removal, secur¬ 
ity against theft, personnel monitoring, 
surveys and emergency procedures). 

Section 70.25 provides similarly de¬ 
tailed information regarding contents of 
an application where there is a potential 
hazard of accidental criticality. 

The revised regulation introduces a 
new requirement in § 70.26 applicable to 
persons who possess or use special nu- 
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clear material which is not covered by 
Commission license, at the location 
where the licensed material will be lo¬ 
cated. If the total quantity of licensed 
and non-licensed material will exceed 
300 grams, computed by adding the 
weight of any U-233 and of any pluto¬ 
nium to 0.6 times the weight of any 
U-235, the applicant must either demon¬ 
strate that licensed material will not be 
combined with other special nuclear ma¬ 
terial and will be handled so that neu¬ 
tron interaction will be negligible, or 
must provide the detailed nuclear safety 
evaluation required by § 70.25, taking 
into account all special nuclear material 
which may be present. 

The revised regulation includes graphs, 
tables, and other nontextual material 
which embody the criteria used by the 
AEC in evaluating applications as to 
avoidance of accidental criticality. 
These criteria include mass and geom¬ 
etry limits for individual units and for 
arrays of units as well as criteria related 
to moderation control, allowance factors 
for varying U-235 enrichments, for cyl¬ 
inder shapes, reduced density for undi¬ 
luted metal, and for U-235, U-233, and 
Pu-239 when diluted with other ele¬ 
ments. The criteria have been derived 
primarily from TID-7016, Revision No. 
1, “Nuclear Safety Guide,” although in 
several cases the published data have 
been modified to conform with more re¬ 
cent data or provide a greater degree of 
safety. For example, § 70.42 Figure 2, 
“Container Volume Limit for Isolated 
Unit, Homogeneous, Water-Moderated 
Fully-Enriched (93.5 percent U-235) 
Uranium,” and § 70.43 Figure 14, “Allow¬ 
ance Factor for U-235 Compounds and 
Aqueous Homogeneous Solutions (Thick 
Reflector)”, have been clarified by pro¬ 
viding that Figure 2 is to be used only 
for 93.5 percent enriched uranium, and 
that for lower enrichments the allow¬ 
ance factors of Figure 14 may be applied 
to obtain container volume limits only 
by multiplying 4.8 liters, the low point on 
the thick reflector curve for compounds 
or solutions of Figure 2, by the appro¬ 
priate allowance factor obtained from 
Figure 14. This limitation is required 
inasmuch as for lower enrichments the 
optimum condition occurs at a degree of 
moderation different from that for the 
93.5 percent enriched material. Refer¬ 
ence is made to the article by D. Calli- 
han, “A Review of Criticality Data 
Obtained by Experimental Methods” ap¬ 
pearing in “Criticality Control” pub¬ 
lished by the Organization for Economic 
Cooperation and Development, 1961, 
The author makes this point clear by 
demonstrating experimentally the shift 
of the optimum condition to higher H/X 
ratios as the enrichment is reduced. For 
example, at 93.5 percent the optimum 
occurs at an H/X of about 50 whereas at 
4.9 percent enrichment the optimum oc¬ 
curs at an H/X close to 300. 

If the applicant can demonstrate that 
his operations will be performed in ac¬ 
cordance with the pertinent criteria in 
the regulation, his application will be 
approved. As an alternative, an appli¬ 
cant may develop other criteria for 
nuclear safety based on the specific oper¬ 
ations and conditions existing in his 


plant. If he can demonstrate to the 
Commission the validity of these criteria, 
that they provide an equivalent margin 
of safety, and that they are to be used 
under a rigorous administrative enforce¬ 
ment system assuring that they will be 
observed, the Commission will approve 
the application. 

The criteria for acceptance of pro¬ 
cedures and controls to avoid accidental 
criticality are based on the principle that 
the applicant has taken positive action 
to prevent the occurrence of any single 
event which is likely to cause criticality. 

In addition to the criteria related to 
avoiding accidental criticality, more de¬ 
tailed information is provided regarding 
criteria for approval of monitor alarm 
systems, emergency procedures and 
evacuation drills. For example, require¬ 
ments for fail-safe instrumentation, for 
testing of the monitor alarm system in 
order to assure that the detecting sys¬ 
tem is operable, and for quarterly evacu¬ 
ation drills, have been added. 

The revised regulation requires that 
transfer of special nuclear material in 
any one package which contains in ex¬ 
cess of 16 grams, computed by adding the 
weight of any U-233 and any U-235 to 
1.77 times the weight of any plutonium, 
shall comply with the requirements of 
proposed revision of Part 71. Solid ir¬ 
radiated fuel elements containing in ex¬ 
cess of 2,000 curies in any one ship must 
comply with the requirements of the 
proposed 10 CFR Part 72. 

The Commission recognizes that nu¬ 
clear safety is of such a complex nature 
that all-inclusive technical criteria ap¬ 
plicable to all operations cannot be speci¬ 
fied in the regulation at this time. The 
rule, therefore, provides that alternative 
technical criteria may be proposed by an 
applicant with respect to his specific op¬ 
erations, and will be approved if he 
provides reasonable assurance that nu¬ 
clear safety will be achieved. However, 
some detailed technical data on mass, 
volume, cylinder diameter, slab thick¬ 
ness and separation distances are in¬ 
cluded in the proposed regulation to pro¬ 
vide applicants and licensees with 
specific criteria which have received 
Commission approval. By this means li¬ 
censees and applicants would be assured 
that the Commission will approve the is¬ 
suance of licenses which properly apply 
these criteria, and that activities con¬ 
ducted in compliance with the criteria 
will be acceptable to the Commission. 

These criteria have received general 
acceptance from technical criticality ex¬ 
perts, as they were published in TID 
7016, Rev. 1. The proposed regulation 
provides opportunity for applicants to 
propose other criteria. The Commission 
would, however, be happy to consider any 
comments from interested persons who 
may belive that it would be preferable to 
set out the technical values in a separate 
guide. 

Notice is hereby given that adoption 
of the following revision of 10 CFR Part 
70 is contemplated. All interested per¬ 
sons who desire to submit written com¬ 
ments and suggestions in connection 
with the proposed revision should send 
them to the Secretary, United States 
Atomic Energy Commission, Washington 


25, D.C., within 90 days after publica¬ 
tion of this notice in the Federal Reg¬ 
ister. Comments received after that 
period will be considered if it is prac¬ 
ticable to do so, but assurance of con¬ 
sideration cannot be given except as to 
comments filed within the period 
specified. 

1. Part 70 is revised in its entirety 
to read as follows: 

General Provisions 

Sec. 

70.1 Purpose. 

70.2 Scope. 

70.3 License requirements. 

70.4 Definitions. 

70.5 Communications. 

70.6 Interpretations. 

70.7 Additional requirements. 

70.8 New application by holder of existing 

license. 

Exemptions 

70.11 Persons using special nuclear mate¬ 

rial under contract with and for the 
account of the Commission. 

70.12 Carriers. 

70.13 Department of Defense. 

70.14 Specific exemptions. 

70.15 Production and utilization facilities. 

License Applications 

70.21 Filing. 

70.22 Contents of applications. 

70.23 General information. 

70.24 Radiation safety. 

70.25 Nuclear safety. 

70.26 Combined operations. 

70.27 Additional information. 

Standards for Licenses 

70.31 General standards. 

70.32 Nuclear safety system. 

70.33 Facilities, equipment and procedures. 

70.34 Monitor alarm system. 

70.35 Emergency procedures. 

Criteria for Determining Limits for 
Individual Units 

70.41 General. 

70.42 Basic criteria. 

General Provisions 

70.43 Adjustment and allowance factors. 

70.44 Lattices of uranium rods of low en¬ 

richment. 

70.45 Other heterogeneous systems. 

70.46 General mass and volume limits. 

70.47 Special unit limits. 

Criteria for Determining Limits for Arrays 
of Individual Units 

70.51 General criteria of safety of arrays. 

70.52 Solid angle criteria. 

70.53 Spacing criteria for dry salts and 

solutions of uranium. 

70.54 Spacing limits for storage in cubical 

array of individual units subject to 
general mass and volume limits. 

70.55 Spacing limits for certain arrays of 

individual units subject to general 
mass and volume limits. 

70.56 Special array limits. 

70.57 Isolation criteria. 

Licenses 

70.71 Issuance of licenses. 

70.72 Conditions of licenses. 

70.73 Expiration. 

70.74 Renewal of licenses. 

70.75 Amendment of licenses. 

70.76 Commission action on application to 

renew or amend. 

70.77 Inalienability of licenses. 

70.78 Reduction and termination of alloca¬ 

tions. 
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Acquisition, Use, and Transfer 


Sec. 

70.81 Authorized use. 

70.82 Transfer. 

Records, Reports, and Inspections 

70.91 Records. 

70.92 Reports of accidental criticality or 

loss of special nuclear material. 

70.93 Material status reports. 

70.94 Material transfer reports. 

70.95 Inspections. 

70.96 Tests. 

Modification, Revocation, and Suspension 
of Licenses 

70.101 Modification and revocation. 

70.102 Suspension and operation in war or 

national emergency. 

Enforcement 


70.111 Violations. 

Authority: §§ 70.1 to 70.111 issued under 
sec. 161, 68 Stat. 948; 42 USC 2201. Interpret 
or apply secs. 51, 53, 57, 182, 183, 68 Stat. 929, 
930, 932, 953, 954. 42 USC 2071, 2073, 2077, 

2232, 2233. 

General Provisions 


§70.1 Purpose. 

(a) The regulations in this part es¬ 
tablish procedures and criteria for the 
issuance of licenses to receive, possess, 
use and transfer special nuclear material 
and for the distribution by the Commis¬ 
sion of special nuclear material to li¬ 
censees; and establish and provide for 
the terms and conditions upon which the 
Commission will issue such licenses and 
distribute special nuclear material. 
Other requirements are prescribed by 
other parts of this chapter and by regu¬ 
lations of other agencies. The require¬ 
ments of this part are in addition to and 
not in substitution for those other re¬ 
quirements. In particular, Part 71 of 
this chapter constitutes regulations to 
protect against accidental criticality in 
the shipment of special nuclear material 
and Part 72 of this chapter governs pro¬ 
tection against accidental criticality and 
radiation exposure in the shipment of 
irradiated fuel elements. 

(b) The regulations in this part are 
issued pursuant to the Atomic Energy 
Act of 1954 (68 Stat. 919). 


§ 70.2 Scope. 


. Except as provided in §§ 70.11 to 70.13, 
inclusive, the regulations in this part 
apply to all persons in the United States. 


§70.3 


License requirements. 


(a) No person subject to the regula¬ 
tions in this part may receive, possess, 
use or transfer special nuclear material 
except as authorized in a license issued 
by the Commission pursuant to the regu¬ 
lations in this part. 

(b) No person subject to the regula- 
uons in this part may, except as author¬ 
ized by a license issued pursuant to this 

part; 


(1) transport or deliver to a carrie: 

or transport a package containing mor 
an 16 grams of special nuclear ma 
nal, computed by adding the weigh 

Hm ^' 233 and of an y U-235 to l.T 
lues the weight of any plutonium; 

f ‘ I transport or deliver to a carrie: 

n,L[f Sport more than five times th. 

quantity of special nuclear materia 


specified in § 70.3(b)(1) within any 
period of 24 hours. 

§ 70.4 Definitions. 

As used in this part: 

(a) “Act” means the Atomic Energy 
Act of 1954 (68 Stat. 919), as amended. 

(b) “Atomic energy” means all forms 
of energy released in the course of 
nuclear fission or nuclear transforma¬ 
tion. 

(c) “Atomic weapon” means any de¬ 
vice utilizing atomic energy, exclusive 
of the means for transporting or pro¬ 
pelling the device (where such means 
is a separable and divisible part of the 
device), the principal purpose of which 
is for use as, or for development of, a 
weapon, a weapon prototype, or a 
weapon test device. 

(d) “Carrier” means a person who is 
exempted by § 70.12 from the regulations 
in this part. 

(e) “Commission” means the Atomic 
Energy Commission or its duly author¬ 
ized representatives. 

(f) “Common defense and security” 
means the common defense and security 
of the United States. 

(g) “Criticality” means the state in 
which the effective neutron multiplica¬ 
tion constant (k e f*) of a quantity of spe¬ 
cial nuclear material equals or exceeds 
unity, so that a nuclear chain reaction 
occurs. 

(h) “Degree of moderation” means 
the ratio of the number of moderator 
atoms to the number of fissionable 
atoms, usually expressed for hydrogen as 
a moderator as H/X, H/U-233, H/U-235, 
or H/Pu. 

(i) “Effective density” means the 
number of kilograms of U-235, U-233, or 
plutonium in each liter of a metal, com¬ 
pound, solution or mixture. 

(j) “Government agency” means any 
executive department, commission, in¬ 
dependent establishment, corporation, 
wholly or partly owned by the United 
States of America which is an instru¬ 
mentality of the United States, or any 
board, bureau, division, service, officer, 
authority, administration, or other estab¬ 
lishment in the executive branch of the 
Government. 

(k) “License,” except where otherwise 
specified, means a license issued pur¬ 
suant to the regulations in this part. 

(l) “Moderator” means a substance 
which significantly slows neutrons. 

(m) “Nuclear safety” means the 
avoidance of accidental criticality. 

(n) “Neutron interaction” means the 
exchange of neutrons between masses of 
special nuclear material. 

(o) “Neutron poison” means a sub¬ 
stance which effectively absorbs neutrons 
and is not fissionable. 

(p) “Person” means (1) any individ¬ 
ual, corporation, partnership, firm, asso¬ 
ciation, trust, estate, public or private 
institution, group, government agency 
other than the Commission, any State or 
any political subdivision of, or any polit¬ 
ical entity within a State, any foreign 
government or nation or any political 
subdivision of any such government or 
nation, or other entity; and (2) any legal 
successor, representative, agent or 
agency of the foregoing. 


(q) “Produce,” when used in relation 
to special nuclear material, means (1) 
to manufacture, make, produce, or refine 
special nuclear material; (2) to separate 
special nuclear material from other sub¬ 
stances; or (3) to make or to produce 
new special nuclear material. 

(r) “Reflector” means material which 
reflects neutrons. “Thick reflector” 
means material with a neutron reflecting 
capacity equivalent to more than 1 inch 
of water. “Nominal reflector” means 
material with a neutron reflecting ca¬ 
pacity equivalent to not more than 1 
inch of water. “Minimal reflector” 
means material with a neutron reflecting 
capacity equivalent to not more than Ve 
inch of stainless steel or other common 
metals. 

(s) “Research and development” 
means (1) theoretical analysis, explora¬ 
tion, or experimentation; or (2) the 
extension of investigative findings and 
theories of a scientific or technical na¬ 
ture into practical application for experi¬ 
mental and demonstration purposes, in¬ 
cluding the experimental production 
and testing of models, devices, equip¬ 
ment, materials, and processes. 

(t) “Restricted data” means all data 
concerning (1) design, manufacture, or 
utilization of atomic weapons; (2) the 
production of special nuclear material; 
or (3) the use of special nuclear material 
in the production of energy, but shall not 
include data declassified or removed 
from the restricted data category pursu¬ 
ant to section 142 of the Act. 

(u) “Source material” means source 
material as defined in § 40.4 of this 
chapter. 

(v) “Special nuclear material” 1 means 
(1) plutonium, uranium 233, uranium 
enriched in the isotope U-233 or in the 
isotope U-235, and any other material 
which the Commission, pursuant to the 
provisions of section 51 of the Act, deter¬ 
mines to be special nuclear material, but 
does not include source material; or (2) 
any material artificially enriched in any 
of the foregoing, but does not include 
source material. 

(w) “Unit” means a discrete aggrega¬ 
tion of special nuclear material. 

(x) “United States,” when used in a 
geographical sense, includes all Terri¬ 
tories and possessions of the United 
States, the Canal Zone and Puerto Rico. 

(y) Terms defined in Part 30 have the 
same meanings when used in this part. 

§ 70.5 Communications. 

All communications concerning the 
regulations in this part may be ad¬ 
dressed to the Atomic Energy Commis¬ 
sion, Washington 25, D.C., Attention: 
Director, Division of Licensing and Reg¬ 
ulation or may be delivered in person 
at the Commission’s offices at 1717 H 
Street NW., Washington 25, D.C., or its 
offices at Germantown, Maryland. 

§ 70.6 Interpretations. 

Except as specifically authorized by 
the Commission in writing, no interpre- 


*1^1-239, Pu-241, U-233, and U-235 are 
sometimes referred to as “fissile material/’ 
See International Atomic Energy Agency, 
“Regulations for the Safe Transport of Ra¬ 
dioactive Material,” Safety Series No. 6. 
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tation of the meaning of the regulations 
in this part by an officer or employee of 
the Commission other than a written in¬ 
terpretation by the General Counsel will 
be recognized to be binding upon the 
Commission. 

§ 70.7 Additional requirements. 

The Commission may by rule, regula¬ 
tion or order impose upon any licensee 
such requirements, in addition to those 
established in the regulations in this 
part, as it deems appropriate or neces¬ 
sary to protect health or to minimize 
danger to life or property. 

§ 70.8 New application by holder of ex¬ 
isting license. 

Upon finding that because of the na¬ 
ture of the operations of the holder of 
an existing license, or because of other 
special circumstances, it is necessary or 
appropriate for the protection of the 
public health and safety, the Commis¬ 
sion may issue an order requiring the 
licensee to file an application for a new 
license in accordance with the require¬ 
ments of this part. On the failure of 
the licensee to request a hearing within 
30 days or to file such an application 
within 90 days after receipt of the order, 
the license shall terminate. 

Exemptions 

§ 70.11 Persons using special nuclear 
material under contract with and for 
the account of the Commission. 

The regulations in this part do not 
apply to any person to the extent that 
he receives, possesses, uses or transfers 
special nuclear material under, and in 
accordance with, a contract with and 
for the account of the Commission. 

§ 70.12 Carriers. 

Common and contract carriers, ware¬ 
housemen and the United States Post 
Office Department are exempt from the 
regulations in this part to the extent 
that they transport or store special 
nuclear material in the regular course 
of carriage for another or storage inci¬ 
dent thereto. 

§70.13 Department of Defense. 

The regulations in this part do not 
apply to the Department of Defense to 
the extent that it receives, possesses, or 
uses special nuclear material in accord¬ 
ance with the direction of the President 
pursuant to section 91 of the Act. 

§ 70.14 Specific exemptions. 

The Commission may, on application 
of any interested person or on its own 
initiative, grant such exemptions from 
the requirements of the regulations in 
this part as it determines are authorized 
by law and will not endanger life or 
property or the common defense and 
security and are otherwise in the public 
interest. 

§ 70.15 Production and utilization facil¬ 
ities. 

Nothing in this part shall be deemed 
to prohibit the operation of a nuclear 
reactor or other production or utiliza¬ 
tion facility in accordance with a license 
or authorization issued by the Commis¬ 
sion. 


PROPOSED RULE MAKING 

License Applications 
§ 70.21 Filing. 

An application for a license shall be 
filed with the Commission in six copies 
as provided in § 70.5. The Commission 
may require the filing of six additional 
copies. 

§ 70.22 Contents of application. 

(a) The application shall be organized 
and presented in accordance with the 
requirements of this section and shall 
include: (1) The general information 
required by § 70.23; (2) the information 
concerning radiation safety required by 
§ 70.24; (3) the information concerning 
nuclear safety required by § 70.25; and 
(4) the information concerning ship¬ 
ment required by Parts 71 and 72 of this 
chapter. 

(b) An application for a license filed 
pursuant to this part may include appli¬ 
cation for authority to conduct other 
specified licensed activities. 

(c) An application which contains Re¬ 
stricted Data shall be prepared in such 
manner that all Restricted Data is sepa¬ 
rated from the unclassified information. 

(d) Applications and documents sub¬ 
mitted to the Commission in connection 
with them will be made available for 
for public inspection in accordance 
with Parts 2 and 9 of this chapter. 

(e) An application and any statement 
submitted in connection with it shall 
be signed by the applicant or licensee or 
by a person authorized to act on his 
behalf. 

(f) An application may incorporate by 
clear and specific reference any rele¬ 
vant information in previous applica¬ 
tions, statements, or reports filed with 
the Division of Licensing and Regula¬ 
tion of the Commission. The Commis¬ 
sion may require that an application be 
resubmitted with incorporation by refer¬ 
ence eliminated or limited. 

§ 70.23 General information. 

Each application shall contain the 
following general information: 

(a) If the applicant is a corporation 
or other legal entity, the State where 
it was incorporated or organized, the 
location of the principal office, the 
names, addresses and citizenship of its 
principal officers, and information known 
to the applicant concerning the con¬ 
trol or ownership, if any, exercised over 
the applicant by an alien, foreign cor¬ 
poration or foreign government. If 
the applicant is an individual, the full 
name, address, age, and citizenship of 
the applicant and the names and ad¬ 
dresses of three personal references. 

(b) The address at which the activity 
is to be performed, indicating each spe¬ 
cific location at which special nuclear 
material will be received, handled, used 
or stored, with a description and scale 
map of surrounding areas showing the 
nature of the occupancy and use. 

(c) Identification and complete de¬ 
scription of the special nuclear material 
which the applicant proposes to use or 
produce, including chemical and physi¬ 
cal forms and isotopic content; maxi¬ 
mum quantity by weight of special nucle¬ 
ar material of each kind which is to be 
possessed by the applicant at any time; 


and an estimate of the total amount 
by weight of special nuclear material 
of each kind which will be produced and 
received annually. Plutonium shall be 
considered to be 100 percent Pu-239 un¬ 
less an assay has demonstrated other¬ 
wise. 

(d) A summary description of any 
proposed activity in which special nu¬ 
clear material will be produced, and of 
any proposed use of special nuclear 
material. 

(e) The applicant’s technical qualifi¬ 
cations, including the training and the 
experience of the applicant and his tech¬ 
nical and supervisory staff, which are 
related to the conduct of the proposed 
activity. 

(f) A description of the supervisory, 
inspection and other procedures in¬ 
tended to insure that the proposed 
activities will be performed in accord¬ 
ance with the conditions of the license. 

(g) The Commission will ordinarily 
require the applicant to submit infor¬ 
mation with respect to his financial 
qualifications (1) to undertake the pro¬ 
posed activity and conduct it for a 
reasonable period and (2) to pay Com¬ 
mission charges for use, consumption 
and loss of special nuclear material. 
Such information will not ordinarily be 
required in the case of an application 
limited to small quantities of special 
nuclear material for use in research and 
development. 

§ 70.24 Radiation safety. 

The application shall contain the fol¬ 
lowing information concerning radia¬ 
tion safety: 

(a) A description of equipment and 
facilities which will be used by the ap¬ 
plicant to protect health and minimize 
danger to life or property, including, 
among other things: handling and 
shielding devices; separation of work 
areas; ventilating systems, glove boxes 
and hoods; fire detection and fire ex¬ 
tinguishing equipment; radiation detec¬ 
tion instruments; air sampling equip¬ 
ment; devices for the disposal of radio¬ 
active effluents and wastes; storage 
facilities; and equipment for security 
against unauthorized removal of 
material. 

(b) An outline of the proposed pro¬ 
cedures to protect health and minimize 
danger to life or property, including 
procedures for personnel monitoring; 
type and frequency of radiation surveys 
of the facility; equipment and environs; 
and methods of waste disposal. 

(c) The applicant’s evaluation of the 
effects of fire, explosion and other acci¬ 
dents and the probability of release of 
radiation or radioactive material as a 
result of accidents. 

§ 70.25 Nuclear safely. 

In an application for a license or for 
amendment of a license to receive, 
possess or use special nuclear material 
containing more than 300 grams, com¬ 
puted by adding the weight of any 
U-233 and of any plutonium to 0.6 times 
the weight of any U-235: 

(a) The applicant shall: 

(1) Evaluate the possibility of criti¬ 
cality at each step of the process; 
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(2) Identify the principle on which 
nuclear safety will depend at each step; 

and 

(3) Demonstrate that it is highly un¬ 
likely that criticality can occur. 

(b) The application shall include: 

(1) A description and evaluation of 
procedures for receiving special nuclear 
material into the facility and inspecting 
the shipment on receipt, including: 

(1) Analysis of the contents of each 

package for the degree of moderation, 
chemical composition and isotopic con¬ 
tent; , # . 

(ii) Confirmation of the net weight 
of special nuclear material in each 
package; 

(iii) Conformity of the placement of 
material in the receiving area and the 
storage facility with authorized pro¬ 
cedures; and 

(iv) Handling of wet and damaged 
packages. 

(2) A description and evaluation of 
procedures for the storage of special 
nuclear material, including: 

(i) Limitations on total quantity of 
material, quantity limit for each individ¬ 
ual unit, dimensions of containers, and 
spacing between units; 

(ii) A description of containers in 
which special nuclear materials are 
stored; 

(iii) Description of the storage facility, 
including dimensions and materials of 
construction of the enclosure and 
shelving, cubicles, cages and other 
equipment within the storage area 
designed to assure proper spacing 
between stored units; 

(iv) Precautions to avoid entry of 
water into the storage area where other 
than the most effective degree of modera¬ 
tion is assumed in the sizing and spacing 
of stored units; and 

(v) Administrative controls over the 
distribution of special nuclear material 
from storage and its return to storage, 
including means of verifying the weight, 
isotopic content, chemical composition 
and degree of moderation. 

(3) A description and evaluation of 
procedures for handling and processing 
the special nuclear material, including: 
material flow diagrams; plan views of 
all facility areas in which special 
nuclear material is to be used, processed 
or stored, identifying each work area, 
item of equipment and storage area; and 
a description of each step in the manu¬ 
facturing process, including: 

(i) A description, using appropriate 
sketches or drawings of equipment and 
facilities in which the hazard of criti¬ 
cality exists and showing dimensions in 
sufficient detail to permit evaluation of 
the information required by subdivisions 
(iii), (iv), (v), and (vi) of this sub- 
paragraph; 

(ii) Chemical and physical form of 
special nuclear material in each step of 
the process, including isotopic content; 
the nature of any materials blended or 
mixed with the special nuclear material; 
and the resulting concentrations, densi¬ 
ties and degrees of moderation through- 
out the steps of the process; 

(iii) Maximum quantities of all spe¬ 
cial nuclear material at any one time 
in each step of the process; 


(iv) Spacing of masses of special nu¬ 
clear material within each process area, 
and separation from special nuclear ma¬ 
terial in adjoining areas; 

(v) Methods of collecting, handling 
and transporting products from each 
process area or individual operation, and 
evaluation of the nuclear safety of those 
methods; 

(vi) Description of procedures which 
are intended to prevent criticality result¬ 
ing from accumulation of special nuclear 
material in scrap or waste, lathe turn¬ 
ings, crucible slag, pickling solutions, 
choppings, sumps, and filters. 

(4) A description of the procedures 
which will be employed to analyze the 
material at various stages of operations 
in order to assure compliance with the 
provisions of the license, including de¬ 
gree of moderation, fissionable isotope 
enrichment and content, and assay of 
waste 

(5) A description of the proposed 
monitor alarm system and emergency 
procedures, including pre-set alarm 
levels, fail-safe features, response time 
of devices and frequency of evacuation 
drills. The description shall include a 
drawing showing the location of all sens¬ 
ing devices, their distances to possible 
sources of criticality, and intervening 
shielding, with calculations of radiation 
attenuation factors. 

§ 70.26 Combined operations. 

If both licensed and other special nu¬ 
clear material will be possessed or used 
at one location, and the total quantity 
contains more than 300 grams, computed 
by adding the weight of any U-233 and 
of any plutonium to 0.6 times the weight 
of any U-235, the application shall in¬ 
clude either: 

(a) Information which demonstrates 
that the quantity of special nuclear ma¬ 
terial in the possession of the licensee 
under the authority of the license will 
be isolated from other special nuclear 
material in accordance with § 70.57; or 

(b) The information concerning nu¬ 
clear safety of the total quantity of spe¬ 
cial nuclear material required by § 70.25. 

§ 70.27 Additional information. 

The Commission may at any time re¬ 
quire further information in order to 
enable it to determine whether a license 
should be granted, denied, modified, sus¬ 
pended or revoked. 

Standards for Licenses 
§ 70.31 General standards. 

An application for a license or an 
amendment to a license will be approved 
if the Commission determines that: 

(a) The special nuclear material is to 
be used for: 

(1) The conduct of research or devel¬ 
opment activities relating to: 

(i) Nuclear processes; 

(ii) The theory and production of 
atomic energy, including processes, ma¬ 
terials, and devices related to such 
production; 

(iii) Utilization of special nuclear ma¬ 
terial and radioactive material for medi¬ 
cal, biological, agricultural, health, or 
military purposes; 


(iv) Utilization of special nuclear ma¬ 
terial, atomic energy, and radioactive 
material and processes entailed in the 
utilization or production of atomic ener¬ 
gy or such material for all other pur¬ 
poses, including industrial use, the gen¬ 
eration of usable energy, and the 
demonstration of the practical value of 
utilization or production facilities for 
industrial or commercial purposes; or 

(v) The protection of health and the 
promotion of safety during research and 
production activities; 

(2) Activities licensed by the Commis¬ 
sion under section 103 or 104 of the Act; 
or 

(3) Such other uses as the Commis¬ 
sion determines to be appropriate to 
carry out the purposes of the Act; 

(b) The applicant is qualified by rea¬ 
son of training and experience to use 
the material for the specified purpose in 
accordance with the regulations in this 
chapter; 

(c) The applicant’s proposed facilities, 
equipment and procedures are adequate 
to protect health and to minimize danger 
to life or property; 

(d) The applicant appears to be finan¬ 
cially qualified: 

(1) To undertake the proposed activ¬ 
ity and conduct it for a reasonable 
period of time, and 

(2) To pay Commission charges for 
use, consumption and loss of special 
nuclear material; 

(e) The special nuclear material can 
be made available to the applicant as 
requested. In the event that applica¬ 
tions for special nuclear material exceed 
the amount available for distribution, 
the Commission will give preference to 
those activities which are most likely in 
its opinion to contribute to basic re¬ 
search, to the development of peaceful 
uses of atomic energy, or to the econom¬ 
ic and military strength of the Nation. 
In the event that applications for special 
nuclear material for use in activities 
licensed by the Commission pursuant to 
section 104b of the Act exceed the 
amount of special nuclear material avail¬ 
able for such use, the Commission will 
give preference to such applications as 
will in its opinion lead to major advances 
in the application of atomic energy for 
industrial or commercial purposes. 

(f) If the application is for possession 
of special nuclear material containing 
in excess of 300 grams computed by add¬ 
ing the weight of any U-233 and of any 
plutonium to 0.6 times the weight of any 
U-235, the proposed activity will be so 
conducted that the occurrence of either 
criticality or a significant release of radi¬ 
oactive material is highly unlikely. In 
making such a determination, the Com¬ 
mission will be guided by the standards 
in §§ 70.41 to 70. 47 inclusive and §§ 70.51 
to 70.57 inclusive, and the considerations 
in §§ 70.32,70.33, 70.34, and 70.35. 

§ 70.32 Nuclear safety system. 

(a) The system of nuclear safety, in¬ 
cluding equipment, facilities and proce¬ 
dures, shall assure that criticality is 
prevented at all times within the limits 
established by this part. 
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(b) The system shall also assure that 
positive action is taken to prevent any 
event which may cause criticality. 

(c) Nuclear safety shall wherever pos¬ 
sible depend on the characteristics of 
equipment and facilities rather than pro¬ 
cedural or administrative controls. 

(d) Special measures shall be provided 
for transition from one means of control 
to another. 

§ 70.33 Facilities, equipment and pro¬ 
cedures. 

(a) Shelves, cubicles or containers for 
processing, handling and storing special 
nuclear material shall (1) provide spac¬ 
ing between units necessary to avoid 
criticality and (2) include design fea¬ 
tures which preclude spacing patterns 
other than those intended. 

(b) Equipment and facilities, includ¬ 
ing construction materials, used for proc¬ 
essing, handling and storing special 
nuclear material, shall be adequately 
designed and constructed for strength, 
stability and resistance to chemical 
attack. 

(c) Facilities, equipment and proce¬ 
dures shall be such that a credible fire 
and the use of water in extinguishing 
a fire will not cause criticality or the 
release of special nuclear material to an 
unrestricted area in concentrations ex¬ 
ceeding the limits prescribed by Part 20 
of this chapter. For the purpose of 
this paragraph, a credible fire is one 
which can occur under foreseeable cir¬ 
cumstances in view of the type and 
arrangement of combustible materials 
present, the measures provided for the 
control of fire and the assumption of a 
source of ignition. 

(d) Powdered uranium, uranium ma¬ 
chine turnings or other forms of special 
nuclear material capable of spontaneous 
combustion in air shall not be stored 
within 12 feet of other special nuclear 
material unless stored under oil, water 
or inert gas. 

(e) A storage or transfer container 
for an individual unit based on (1) mass 
control at other than the most effective 
degree of moderation, (2) container 
volume, or (3) control of geometry shall 
be so designed and constructed that loss 
of contents will not occur if the con¬ 
tainer is dropped on an unyielding hori¬ 
zontal flat surface from a height of 4 
feet or from the maximum height at 
which the material can be stored, which¬ 
ever is higher. 

(f) If the individual unit limits for 
storage are based on an assumption of 
other than the most effective degree of 
moderation, 

(1) Either each individual unit limit 
shall be chosen on the assumption that 
the material is saturated with water, or 
all special nuclear material shall be 
stored in containers which will not admit 
water if totally immersed in water for 
four hours; 

(2) Metallic masses of special nuclear 
material larger than y 8 inch in diameter 
shall be stored without containers or 
in water-tight containers which meet 
the requirements of subparagraph 1 of 
this paragraph, or in perforated or open 
wire mesh containers; and 

(3) Any structure in which special 
nuclear material is stored shall be so 
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designed and constructed that it will 
retain its structural integrity and will 
not admit water in the event of fire in 
an adjoining room or enclosure. Such 
a structure may not be equipped with a 
sprinkler system. 

§ 70.34 Monitor alarm system. 

A licensee who will possess at one 
location special nuclear material con¬ 
taining more than 300 grams, computed 
by adding the weight of any U-233 and 
of any plutonium to 0.6 times the weight 
of any U-235, shall maintain in each 
area in which special nuclear material 
is handled, used or stored, a monitoring 
system, including gamma or neutron 
sensing devices, which will energize 
an audible alarm in the event of 
criticality. 

(a) The monitoring system shall: 

(1) Have a pre-set alarm level of not 
less than 5 millirems per hour nor more 
than 20 millirems per hour; 

(2) Have a response time no greater 
than 3 seconds at a radiation level of 
20 milliroentgens per hour or 140 
neutrons per square centimeter per 
second; 

(3) Be capable of operating the alarm 
when the radiation level at a distance 
of 1 foot from the location where special 
nuclear material is handled, used, or 
stored which is most distant from the 
sensing device does not exceed 300 
roentgens per hour or 2.1xl0 6 neutrons 
per square centimeter per second; 

(4) Be capable of operating the alarm 
at a radiation level to be anticipated 
from an incident causing 10 18 fissions 
during a period of 0.1 second at the 
point where special nuclear material 
will be located nearest to any sensing 
device; and 

(5) Provide a sensing device within 
120 feet of every location where special 
nuclear material is handled, used or 
stored or at such lesser distance as may 
be required to compensate for interven¬ 
ing shielding. 

(b) Each monitor-alarm circuit shall: 

(1) Be equipped with an auxiliary 
power source which will automatically 
supply the system in the event of dis¬ 
ruption of primary power; 

(2) Be tested by sounding the alarm 
at the time of each practice evacuation 
drill; and 

(3) Either give warning in case of any 
malfunction which renders the system 
inoperable, or be tested weekly. If the 
test program includes sounding the 
alarm at times other than a practice 
evacuation drill, personnel shall be 
given adequate notice prior to the test 
and instructed concerning response to 
real alarms. 

(c) The alarm shall be clearly audible 
in all portions of areas in which special 
nuclear materials are handled, used or 
stored and in all adjacent areas where 
significant exposure to radiation may 
result from an incident. 

(d) The alarm system shall be so 
designed and constructed that the alarm 
will continue to sound until re-set by a 
designated supervisor. 

§ 70.35 Emergency procedures. 

A licensee shall establish a compre¬ 
hensive emergency plan for each area 


in which special nuclear material is 
handled, used or stored for prompt and 
rapid evacuation of all personnel to a 
designated assembly area upon the 
sounding of the alarm. The plan shall 
permit re-entry only by permission of a 
designated supervisor. It shall include 
the placement of portable radiation 
survey instruments in accessible loca¬ 
tions; designation of an individual in 
each area responsible for determining 
the cause of an alarm; and procedures 
for prompt selection of an alternate 
assembly area in case of a high radia¬ 
tion level in the designated assembly 
area. Procedures to familiarize per¬ 
sonnel with the evacuation plan shall 
include drills to be conducted at least 
once every three months for each oper¬ 
ating and maintenance shift. 

Criteria for Determining Limits for 
Individual Units 

§ 70.41 General. 

(a) Individual units. A unit of special 
nuclear material may be considered to 
be safe from criticality if it complies 
with the requirements of §§ 70.42 and 
70.43 for homogeneous mixtures, of 
§ 70.44 for lattices of uranium rods of 
low enrichment, of § 70.45 for other 
heterogeneous systems, of § 70.46 for 
general mass and volume limits, or of 
§ 70.47 establishing special limits, and 
also complies with the pertinent require¬ 
ments of those sections concerning den¬ 
sity, degree of moderation and reflection. 

(b) Arrays. An array of units of spe¬ 
cial nuclear material may be considered 
safe from criticality if it complies with 
the requirements of §§ 70.51 to 70.57 
inclusive concerning the determination 
of safe limits of arrays of individual 
units. 

(c) Limits. The Commission may re¬ 
quire in appropriate cases a variety or 
combination of limits in the control of 
criticality of one or more such units. 

(d) Moderation. In establishing lim¬ 
its, the most effective degree of modera¬ 
tion shall be assumed unless control of 
moderation can be assured through eli¬ 
mination, confinement or control of 
water and other moderators containing 
hyrogen. 

(e) Reflection. Reflector conditions 
shall be assumed to be “thick” unless the 
licensee demonstrates that reflection 
cannot exceed “nominal” limits or shall 
be assumed to be “nominal” unless he 
demonstrates that reflection cannot ex¬ 
ceed “minimal” limits. 

(f) Additional factors. In establish¬ 
ing criticality limits, proper allowances 
shall be made for uncertainties in sam¬ 
pling and analysis, and for other sources 
of error. 

(g) Neutron poisons. The effects of 
built-in neutron poisons may be consid¬ 
ered if there is assurance of their con¬ 
tinued presence and effectiveness. 

(h) Special moderator and reflector. 

(1) When beryllium, heavy water or 
graphite is present as a moderator or re¬ 
flector, nuclear safety will be evaluated 
on the basis of experimental data or cal¬ 
culations, which take into account char¬ 
acteristics of the moderator or reflector. 

(2) One and one-half inches of steel 
or graphite may be deemed to be a 
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“nominal” reflector for special nuclear 
material in the form of metal, and 1 
inch of steel may be deemed to be a 
“nominal” reflector for a solution con¬ 
taining special nuclear material. 

§ 70.42 Basic criteria. 

Solutions, suspensions, or mixtures of 
liquids or fine particles or granules in 
any combination may be considered to 
be homogeneous mixtures, and shall be 
subject to the limits prescribed by this 
section. 

(a) A homogeneous mixture of water 
moderated uranium containing 93.5 per¬ 
cent or more of U-235 may not exceed a 
mass limit determined in accordance 


with Figure 1, a volume limit determined 
in accordance with Figure 2, a cylinder 
diameter determined in accordance with 
Figure 3, or a slab thickness determined 
in accordance with Figure 4, when the 
degree of moderation and reflection are 
as specified in the pertinent Figure and 
the U-235 density is not in excess of that 
specified in Figure 13 for the degree of 
moderation. 

(b) A homogeneous mix toe of water 
moderated plutonium containing 3 per¬ 
cent or more of Pu-240 may not exceed a 
mass limit determined in accordance 
with Figure 5, a volume limit determined 
in accordance with Figure 6, a cylinder 
diameter determined in accordance with 


Figure 7, or a slab thickness determined 
in accordance with Figure 8, when the 
degree of moderation and reflection are 
as specified in the pertinent Figure and 
the plutonium density is not in excess of 
that specified in Figure 13 for the degree 
of moderation. In determining limits 
pursuant to this section and Figures 5, 
6, 7, or 8, the total mass of plutonium 
may be considered to be Pu-239 and the 
curve designated “Pu-239 only, thick re¬ 
flector” may be used in ascertaining the 
limit unless the proportion of Pu-240 is 
equal to or greater than 3 percent of the 
total plutonium, in which case the other 
appropriate curves in each of those 
Figures shall be used. 



Fig. 1 MASS LIMIT FOR ISOLATED UNIT 
HOMOGENEOUS. WATER-MODERATED FULLY-ENRICHED (93.5?? U 235 ) URANIUM 
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DEfcREE OF MODERATION (H/U 235 ) 

Fig. 2 .CONTAINER VOLUME LIMIT FOR ISOLATED UNIT 
HOMOGENEOUS, WATER-MODERATED FULLY-ENRICHED (93.556 U 235 ) URANIUM 



DEGREE OF MODERATION (H/U 235 ) 


Fig. 3 MAXIMUM DIAMETER OF ISOLATED CYLINDER 
HOMOGENEOUS, WATER-MODERATED FULLY-EHRICHED (93.556 U 235 ) URANIUM 
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Fig. 4 MAXIMUM THICKNESS OF ISOLATED SLAB 
HOMOGENEOUS, WATER-MODERATED FULLY-ENRICHED (93.5X U 235 ) URANIUM 



Fig. 5 MASS LIMIT FOR ISOLATED UNIT 

HOMOGENEOUS, WATER-MODERATED Pu 
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Fig. 6 CONTAINER VOLUME LIMIT FOR ISOLATED UNIT 
HOMOGENEOUS, WATER-MODERATED Pu 



Fig. 7 MAXIMUM DIAMETER OF ISOLATED CYLINDER 
HOMOGENEOUS, WATER-MODERATED P. 
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Fig. 9 MASS LIMIT FOR ISOLATED UNIT 

HOMOGENEOUS, WATER-MODERATED U-233 
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Fig. 10 CONTAINER VOLUME LIMIT FOR ISOLATED UNIT 
HOMOGENEOUS, WATER-MODERATED ¥-233 



DECREE OF MODERATION (H/U 233 ) 


Fig. 11 MAXIMUM DIAMETER OF ISOLATED CYLINDER 
HOMOGENEOUS, WATER-MODERATED U-233 
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FT* 12 MAXIMUM THICKNESS OF ISOLATED SLAB 
HOMOGENEOUS. WATER-MODERATED U-233 


(c) A homogeneous mixture of water 
moderated uranium containing U-233 
may not exceed a mass limit determined 
in accordance with Figure 9, a volume 
limit determined in accordance with 
Figure 10, a cylinder diameter deter¬ 
mined in accordance with Figure 11, or 
a slab thickness determined in accord¬ 
ance with Figure 12, when the degree of 
moderation and reflection are as speci¬ 
fied in the pertinent Figure and the 
U-233 density is not in excess of that 
specified in Figure 13 for the degree of 
moderation. 

§ 70.43 Adjustment and allowance fac¬ 
tors. 

(a) The permissible mass, container 
volume, cylinder diameter or slab thick¬ 
ness determined in accordance with 
§ 70.42: 

(1) Shall be adjusted by multiplying 
it by the effective density adjustment 
factor determined in accordance with 
§ 70.43(b); and 


(2) May be multiplied by: 

(i) An enrichment allowance factor 
determined in accordance with § 70.43 
(c), 

(ii) A shape allowance factor deter¬ 
mined in accordance with § 70.43(d), 

(iii) A density allowance factor deter¬ 
mined in accordance with § 70.43(e), 
and 

(iv) A dilution allowance factor de¬ 
termined in accordance with § 70.43(f). 

(b) Effective density of metal, mix¬ 
ture, compound or solution . If the 
effective density (p) of metal or of a 
mixture, compound or solution which 
contains U-235, U-233 or plutonium is 
greater than the effective density (p 0 ) 
specified in Figure 13 of this section as 
corresponding to a specified degree of 
moderation then: 

(1) A limit of cylinder diameter or 
slab thickness determined in accordance 
with § 70.42 shall be multiplied by the 
ratio of the effective density specified in 


Figure 13 (p 0 ) to the actual effective 
density (p); 

(2) A mass limit determined in ac¬ 
cordance with § 70.42 shall be multiplied 
by the square of that ratio; and 

(3) A container volume limit deter¬ 
mined in accordance with § 70.42 shall 
be multiplied by the cube of that ratio. 

If the effective density of metal or of a 
mixture, compound or solution is less 
than the effective density specified in 
Figure 13 of this section as correspond¬ 
ing to a specified degree of moderation, 
then a limit determined in accordance 
with § 70.42 of this section shall not be 
increased by reason of that fact. 

(c) U-235 Enrichment . (1) In the 

case of uranium metal without inter¬ 
spersed hydrogeneous material and 
without any other moderator, the mass 
limit determined in accordance with Fig¬ 
ure 1 of § 70.42 may be multiplied by an 
allowance factor in accordance with Fig¬ 
ure 14 of this section, depending on the 
degree of enrichment of U-235. 
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Fig. 13 EFFECTIVE DENSITY CORRESPONDING TO DEGREE OF MODERATION 


(2) In the case of a uranium com¬ 
pound or an aqueous homogeneous solu¬ 
tion of uranium under thick reflector 
conditions, the mass limit corresponding 
to any degree of moderation determined 
in accordance with Figure 1 of § 70.42 
may be multiplied by an allowance 
factor determined in accordance with 
Figure 15 of this section, depending on 
the degree of enrichment of U-235. If 
the enrichment of U-235 is less than 93.5 
percent then the limit of container 
volume, cylinder diameter or slab thick¬ 
ness may be computed by multiplying a 
container volume of 4.8 liters, a cylinder 
diameter of 5.0 inches, or a slab thick¬ 


ness of 1.5 inches by an allowance 
factor determined in accordance with 
Figure 15, depending on the degree of 
enrichment of U-235. 

(d) Shape . When special nuclear ma¬ 
terial is stored or handled in a cylindrical 
container the height of which is not the 
same as the diameter, a mass or volume 
limit may be increased by a shape allow¬ 
ance factor determined in accordance 
with Figure 16 of this section. 

(e) Density . When the density of 
special nuclear material in the form of 
metal in the absence of diluents and of 
moderators is less than maximum, a 


mass limit determined in accordance 
with § 70.42 may ^>e multiplied by an 
allowance factor determined in accord¬ 
ance with Figure 17 of this section. For 
the purposes of this section, the maxi¬ 
mum density of uranium containing U- 
235 shall be assumed to be 17.6 grams 
per cubic centimeter, the maximum 
density of plutonium shall be assumed 
to be 19.6 grams per cubic centimeter, 
and the maximum density of uranium 
containing U-233 shall be assumed to be 
18.3 grams per cubic centimeter. The 
allowance factor for mass limits shall 
not in any event exceed 10. 
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0.1 0.2 0.3 0.4 0.6 0.8 1.0 2.0 3.0 4.0 6.0 8.0 10.0 

RATIO OF HEIGHT TO DIAMETER 


Fig. 16 SHAPE ALLOWANCE FACTOR FOR CYLINDER 
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Fig. 18 ALLOWANCE FACTOR FOR U-235, Pu-239, AND U-233 
MIXED HOMOGENEOUSLY WITH CERTAIN ELEMENTS 


(f) Dilution. (1) When U-235, Fa- 
239, or U-233 is mixed homogeneously 
with any element of atomic number 11 to 
83 inclusive, in the absence of hydrogen, 
deuterium, beryllium or other moderator, 
the mass limit may be multiplied by an 
allowance factor determined in accord¬ 
ance with Curve A of Figure 18 of this 
section. 

(2) When U-235, Pu-239, or U-233 is 
combined homogeneously in a mixture 
solution or compound with any element 
of atomic number 11 to 83 inclusive, or 
with carbon, nitrogen, oxygen or fluo¬ 
rine, in the absence of any other modera¬ 
tor or diluent, in the proportion of at 


least one atom of U-235, Pu-239, or U- 
233 for each 7 atoms of the mixture, the 
mass limit may be multiplied by an 
allowance factor determined in accord¬ 
ance with Curve B of Figure 18 of this 
section. 

§ 70.44 Lattices of uranium rods of low 
enrichment. 

(a) Limits of mass, container volume, 
cylinder diameter and slab thickness for 
a lattice consisting of rods of uranium 
metal, uranium alloy or uranium oxide 
in which no more than 5 percent of the 
uranium consists of U-235, moderated 


and reflected by light water only, shall 
be ascertained in accordance with Fig¬ 
ures 19, 20, 21 and 22 respectively of 
this section. 

(b) A shape allowance factor for a 
cylindrical container determined in ac¬ 
cordance with Figure 17 of this section 
may be applied to a mass limit for such 
rods determined in accordance with 
Figure 19 or a volume limit determined 
in accordance with Figure 20 but not to a 
cylinder diameter limit determined in 
accordance with Figure 21 or a slab 
thickness limit determined in accord¬ 
ance with Figure 22. 
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U” 5 ENRICHMENT, PERCENT Fig. 20 CONTAINER VOLUME LIMIT FOR URANIUM RODS IN 

LIGHT WATER, WATER REFLECTED 

Fig. 19 MAXIMUM MASS LIMIT FOR URANIUM RODS IN LIGHT WATER, 

WATER REFLECTED 
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§ 70.45 Other heterogeneous systems. 

Heterogeneous water moderated sys¬ 
tems other than those described in 
§ 70.42, including systems which consist 
in whole or in part of uranium rods hav¬ 
ing an enrichment of greater than 5 per¬ 
cent of U-235, may be treated as homo¬ 
geneous systems governed by § 70.42 if 
the correction for effective density pro¬ 
vided in § 70.43(b) is applied. 

§ 70.46 General mass and volume limits. 

The following mass and container 
volume limits for individual containers 
may be employed in any event, but al¬ 
lowance factors for variations in enrich¬ 
ment, density, dilution or shape of § 70.43 
may not be applied. 

Mass and Container Volume Limits for Individual 
Units 


Degree of moderation 
(H/X) 

Mass limits (in kilograms) 

More 

Not more 

U-235 

Pu 

U-233 

than— 

than— 





2 

10.0 

2.5 

2.8 

2 

3 

9.0 

2.5 

2.5 

3 

5 

7.3 

2.5 

2.2 

5 

10 

5.2 

2.5 

1.8 

10 

20 

3.6 

2.4 

1.3 



Volume limits (in liters) 

20 


3.6 

2.4 

1.3 


§ 70.47 Special unit limits. 

The Commission may permit the es¬ 
tablishment of limits other than those 
specified in §§ 70.42 to 70.46, inclusive, 
when the sufficiency of the proposed 
limits is demonstrated by experimental 
data, calculations or plans for special 
controls. Adjustment factors for oper¬ 
ating errors and for uncertainties of 
measurement or calculation shall be in¬ 
cluded. The calculative method shall be 
verified by application to a system of 
known reactivity and of similar enrich¬ 
ment, composition, moderation, and con¬ 
figuration. 

Criteria for Determining Limits for 
Arrays of Individual Units 

§ 70.51 General criteria of safety of 
arrays. 

Interaction among units of special nu¬ 
clear material, determined in accordance 
with any of the criteria of §§ 70.41 to 
70.47 inclusive, shall be so limited that 
criticality is precluded. An array of 
units of special nuclear material will be 
considered to be safe from criticality 
when the number of units in a single 
array is limited in accordance with 
§§ 70.52, 70.53, 70.54, 70.55, or 70.56, the 
spacing of individual units within the 
array complies with the requirements of 
the applicable one of those sections, and 
the array is isolated from other arrays 
in accordance with § 70.57. 

§ 70.52 Solid angle criteria. 

(a) The criteria in this section may 
be used to establish the minimum spac¬ 
ing requirements between, units and the 
maximum number of individual units of 
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special nuclear material within an array 
when, 

(1) The array does not include any 
single mass of metal of 2 kilograms or 
more, 

(2) Each unit in the array is at least 
12 inches from every other unit, and 

(3) The value of the neutron multi¬ 
plication factor (7c) does not exceed 0.8 
for any single unit. 

(b) The maximum total solid angle 
subtended at any unit in an array by 
other units in the array is related to the 
neutron multiplication factor (k) of that 
unit in the following manner: 

(1) If A; is less than 0.3 the maximum 
total solid angle is six steradians; 

(2) If k is not less than 0.3 but not 
greater than 0.8 the maximum total solid 
angle is a number of steradians equal to 
9 minus 107c. 

(c) For purposes of this section the 
neutron multiplication factor (7c) for a 
single unit shall be determined by assum¬ 
ing reflection provided by the container 
and any other immediately adjacent re¬ 
flector other than a water reflector 
resulting from flooding, and assuming 
the most effective degree of moderation 
within the container which could result 
from accident, human error or leakage 
of water into the container. The neu¬ 
tron multiplication factor shall be deter¬ 
mined by either of the following 
methods: 

(1) Calculation, verified by applica¬ 
tion to a system of known reactivity and 
of similar enrichment, composition, 
moderation and configuration, or 

(2) Assumption, in accordance with 
the following mass or geometry limits, 

(i) When mass is the controlling limit 
of a unit, determined for a thick reflector 
by any of the methods in §§ 70.42 to 
70.47 inclusive, k shall be 0.65; 

(ii) When container volume, cylinder 
diameter or slab thickness is the con¬ 
trolling limit of a unit, determined for 
a thick reflector by any of the methods 
in §§ 70.42 to 70.47 inclusive, k shall be 

O. 8, except that k shall be 0.58 for a cylin¬ 
der of inside diameter of 5 inches or 
less, containing a uranium compound or 
solution meeting the requirements of 
§§ 70.42(a) and 70.43(b). 

(d) The solid angle (Q) shall be deter¬ 
mined as either, 

(1) The solid angle subtended at the 
center of one unit by another unit, or 

(2) An approximate solid angle deter¬ 
mined in accordance with the following 
criteria: 

(i) The cross-sectional area of a unit 
in a plane perpendicular to a line joining 
its center with the center of another unit 
divided by the square of the distance 
between its nearest surface and the cen¬ 
ter of the other unit, 

— Cross Ss-ct/oval A#fa 

(SPPA/FAT/CW J>/srA^/C£) 

(ii) For a cylinder having a diameter 
d and subtending an angle ( 0 ) at a point 
P at the center of the other unit, and 
having one end at the foot of a perpen¬ 
dicular of length h drawn from point 

P, 




n = 4- sin 0 

h 


(iii) For a disc having a radius r 
which subtends an angle (2$) at point 
P> and which lies in a plane perpen¬ 
dicular to a line h from point p to its 
center, 

P 


= 2ir( I - cos d) 


(iv) For a rectangle whose sides are 
a and b and the center of which is at a 
distance q from point p and at an angle 
( o ) from a perpendicular from p to its 
extended surface. 


cos $ 

t 


(v) For a rectangle whose sides are 
a and b, and which lies in a plane per¬ 
pendicular to a line h from point p to 
its center, 

p 



S/n 


■' (-fO (-7-) _ r 

Mr 


(vi) For a cylinder having a diameter 
d, whose axis is perpendicular to the 
line h from point p to its surface bisect¬ 
ing its length and whose length subtends 
an angle ( 20 ) at point p when the 
cylinder is represented by an ortho¬ 
graphic projection on a plane tangent 
to the surface nearest point p. 



O 

\ 

sin e 

n 

Pr- 

1 

- " !. 


J) | 



1 

l 


(vii) For a sphere subtending an angle 
(20) at point p, when the sphere is 
represented by an orthographic projec¬ 
tion of radius r on a plane tangent to 
the surface nearest point p, 

■Cl * Z rr 0-COS e) ( 0— 

(e) In an array of three or more units 
the total solid angle subtended at any 
point by two or more units is the sum 
of the solid angles subtended by each of 
them except that a unit or portion of a 
unit which is shielded by another unit 
may be disregarded. 
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(f) In an array of identical units the 
solid angle shall be measured from the 
most nearly central unit. 

(g) In an array of identical units 
where there is no identifiable most 
nearly central unit, or in an array made 
up of units which vary in multiplication 
factor, size or shape, the arrangement 
and spacing of the units shall be such 
that the total solid angle subtended at 
each unit by the other units shall not 
exceed the maximum allowable total 
solid angle corresponding to the neutron 
multiplication factor (k) of that unit. 

§ 70.53 Spacing criteria for salts and 
solutions of uranium. 

(a) An array of units of salts or solu¬ 
tions of uranium with the correspond¬ 
ence between effective density and de¬ 
gree of moderation specified in Figure 13, 
packaged in the containers specified in 
this section and not exceeding the speci¬ 
fied maximum enrichment, may be 
spaced according to the following table 
except in the presence of graphite, be¬ 
ryllium or deuterium. 


(b) A planar array may be spaced in 
accordance with this section only when 
containers are arranged on square pitch, 
with longitudinal axes of the containers 
parallel. 


Spacing of Containers of Specified Geometry 

SALTS OR SOLUTIONS OF URANIUM 


Common con¬ 
tainers 

Maxi¬ 

mum 

U-235 

enrich¬ 

ment 

(percent) 

Minimum edge-to-edge 
spacing (feet) 

Two 

con¬ 

tainers 

Infinite 

linear 

array 

Infinite 

planar 

array 

4.8 liter volume 

100 

1 

1 

1 

1.5" thick x 20' x 





20' slab cylin¬ 





drical contain- 





p.rs 


100 

1 

7 


Inside 

Length 





diameter 






5" 

20' 

100 

1 

2.5 

4.5 

5" 

2.5' 

100 


1.25 

1.5 

5" 

4' 

100 


1.5 

2 

8" 

4' 

12.5 


3.5 

4.5 

10" 

4' 

5.9 


4 

5 

12" 

4' 

3.75 


4 

5 


§ 70.54 Spacing limits for storage in cu» 
bical array of individual units subject 
to general mass and volume limits. 

(a) Individual units which comply 
with the criteria of § 70.46 may be stored 
in a cubical array, in numbers of units 
specified in Figure 23 of this section; 
depending on the minimum center-to- 
center spacing of units. Curve A of Fig¬ 
ure 23 shall be employed when an array 
is fully reflected, and Curve B shall be 
employed where nominal reflection is 
assured. 

(b) There shall in any event be a dis¬ 
tance of at least 8 inches between 
adjacent surfaces of special nuclear ma¬ 
terial, regardless of the thickness of 
packaging. 

§ 70.55 Spacing limits for certain arrays 
of individual units subject to general 
mass and volume limits. 

(a) Individual units which comply 
with the criteria of § 70.46 may be stored 
in an array, which is other than a cubi¬ 
cal array as defined in § 70.54, in accord¬ 
ance with the provisions of this section. 



Fig. 23 ALLOWABLE NUMBER OF UNITS DEPENDING ON 
SPACING IN CUBIC ARRAYS 


No. 44-7 
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(b) There shall in any event be a dis¬ 
tance of at least 8 inches between adja¬ 
cent surfaces of special nuclear material, 
regardless of the thickness of the 
packaging. 

(c) Two planar arrays shall be re¬ 
garded as a single array if the distance 
between them is not greater than 7^ 
feet. 


Type of array 

Minimum 
center-to- 
center 
spacing 
of units 
(inches) 

Storage limit per 
array, number of 
units 

Isolated linear or 

16 

No limit. 

planar array. 



Two or more planar 

30 

120 in each array, 

arrays separated by 


240 total. 

at least 7.5 feet. 




24 

90 in each array, 

180 total. 


20 

50 in each array, 

100 total. 


§ 70.56 Special array limits. 

The Commission may accept mathe¬ 
matical calculations demonstrating the 
nuclear safety of an array other than 
the limits prescribed in §§ 70.52 to 70.55 
inclusive, if the calculative method is 
verified by application to a system of 
known reactivity and of similar enrich¬ 
ment, composition, moderation, reflec¬ 
tion and configuration. The calcula¬ 
tions shall include adjustment factors 
for operating errors and for uncertain¬ 
ties of measurement or calculation. 

§ 70.57 Isolation criteria. 

(a) An array of special nuclear mate¬ 
rial may be considered isolated from an¬ 
other array of special nuclear material if 
the separation is greater than the larger 
of the following distances: 

(1) Twelve feet, or 

(2) The greatest distance across an 
orthographic projection of either array 
on a plane perpendicular to a line join¬ 
ing their centers. 

(b) An array may be considered to be 
isolated if it is separated from all other 
special nuclear material by at least the 
equivalent of 8 inches of concrete of a 
density of 140 pounds per cubic foot. 

(c) A linear array may be considered 
to be isolated from another linear array, 
regardless of length if the two arrays are 
separated by a distance of at least 12 
feet. 

Licenses 

§ 70.71 Issuance of licenses. 

(a) On determining that an applica¬ 
tion meets the requirements of the Act 
and of the regulations of the Commis¬ 
sion, the Commission will issue a license 
in such form and with such conditions 
and limitations as it deems necessary or 
proper to effectuate the purposes of the 
Act. 

(b) Allocation procedures: (1) The 
Commission may include in licenses 
issued pursuant to section 53 of the Act 
provisions as to availability to the 
licensee, as needed, of the quantities of 
special nuclear material required for 
conduct of the activities authorized. 
Such provisions usually will be in the 
form of a statement that the Commis¬ 
sion has allocated to the licensee, for use 
in the conduct of such activities, a 
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designated quantity or quantities of 
special nuclear material, and may in¬ 
clude an estimated schedule for a rea¬ 
sonable period of time of special nuclear 
material to be transferred to the appli¬ 
cant and to be returned to the 
Commission. 

(2) Provisions allocating special nu¬ 
clear material will not be included in a 
license when the special nuclear material 
is to be charged to a quantity allo¬ 
cated to another licensee. Unless other 
arrangements are made with the Com¬ 
mission, special nuclear material trans¬ 
ferred to a licensee to be fabricated or 
processed for another licensee will be 
charged to the quantity allocated in the 
latter’s license. 

(c) A license issued for use of special 
nuclear material in activities in which 
special nuclear material will be pro¬ 
duced shall, subject to the provisions of 
§ 70.81(b), be deemed to authorize such 
persons to possess, use, and transfer the 
special nuclear material produced in the 
course of the authorized activities. 

(d) No license will be issued. 

(1) For a use which is not under the 
jurisdiction of the United States; or 

(2) If the Commission finds that the 
distribution of special nuclear material 
to the applicant would be inimical to 
the common defense and security. 

§ 70.72 Conditions of licenses. 

(a) A license shall expire at the time 
specified in the license and shall be 
deemed to contain and be subject to the 
following conditions: 

(1) Title to all special nuclear material 
shall at all times be in the United States; 

(2) No right to the special nuclear 
material shall be conferred by the 
licensee except as defined by the 
license; 

(3) Neither the license nor any right 
under the license shall be assigned or 
otherwise transferred in violation of the 
provisions of the Act; 

(4) All special nuclear material shall 
be subject to the right of recapture or 
control reserved by section 108 and to 
all other provisions of the Act; 

(5) No special nuclear material may 
be used in any utilization or production 
facility except in accordance with the 
provisions of the Act; 

(6) The licensee shall not use the 
special nuclear material to construct an 
atomic weapon or any components of an 
atomic weapon; 

(7) Except to the extent that the 
indemnification and limitation of lia¬ 
bility provisions of section 170 of the Act 
apply, the licensee will hold the United 
States and the Commission harmless 
from any damages resulting from the 
use or possession of special nuclear ma¬ 
terial by the licensee. 

(8) The licensee shall be subject to and 
shall observe all applicable rules, regula¬ 
tions and orders of the Commission. 

(b) The Commission may incorporate 
in any license such additional conditions 
and requirements with respect to the 
licensee’s receipt, possession, use, and 
transfer of special nuclear material as 
it deems appropriate or necessary in 
order to: 

(1) Promote the common defense and 
security; 


(2) Protect health and minimize 
danger to life or property; 

(3) Protect restricted data; 

(4) Guard against the loss or diver¬ 
sion of special nuclear material; 

(5) Require such reports and the 
keeping of such records, and provide for 
such inspections, of activities under the 
license as may be necessary or appro¬ 
priate to effectuate the purposes of the 
Act and regulations thereunder. 

(c) If the special nuclear material li¬ 
cense authorizes possession of special 
nuclear material containing more than 
300 grams, computed by adding the 
weight of any U-233 and of any pluto¬ 
nium to 0.6 times the weight of any 
U-235, the license shall be deemed to 
contain and shall be subject to the 
following conditions: 

(1) The licensee shall maintain cur¬ 
rent records which shall be kept avail¬ 
able for inspection by the Commission 
at the address specified in the license, 
showing the location and quantity of 
special nuclear material at each li¬ 
censed place of use; 

(2) Prior to the use of any special 
nuclear material in processing or stor¬ 
age, the licensee shall have clearly 
designated in writing and made known 
to all personnel concerned the responsi¬ 
bility for control of the material at each 
phase of the processing or storage; 

(3) The licensee shall not permit any 
person to perform any operation in¬ 
volved in the processing or storage of 
the special nuclear material until he has 
received copies of, and instructions in, 
the licensee’s operating and emergency 
procedures and shall have demonstrated 
understanding of them. 

§ 70.73 Expiration. 

Except as provided in § 70.74(b) and 
as may be provided in licenses issued for 
operation of production or utilization 
facilities pursuant to Part 50 of this 
chapter, a specific license shall expire no 
later than three years from the last day 
of the month in which it is issued. 

§ 70.74 Renewal of license. 

(a) An application for renewal of a 
license shall be filed in accordance with 
§§ 70.21 and 70.22. 

(b) When a licensee, not less than 
thirty (30) days prior to expiration of 
an existing license, has filed an applica¬ 
tion in proper form for renewal of the 
license, the existing license shall not 
expire until the application for a renewal 
has been finally determined by the 
Commission. 

§ 70.75 Amendment of license. 

An application for amendment of a 
license shall be filed in accordance with 
§§ 70.21 and 70.22 and shall specify the 
respects in which the licensee desires 
his license to be amended and the 
grounds for the amendment. 

§ 70.76 Commission action on applica¬ 
tion to renew or amend. 

In considering an application by a li¬ 
censee to renew or amend his license, 
the Commission will apply the standards 
and criteria prescribed by §§ 70.31 to 
70.57, inclusive. 
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§ 70.77 Inalienability of licenses. 

No license granted under the regula¬ 
tions in this part, and no right to possess 
or utilize special nuclear material 
granted by any license issued pursuant 
to the regulations in this part, shall 
be transferred, assigned or in any man¬ 
ner disposed of, either voluntarily or 
involuntarily, directly or indirectly, 
through transfer of control of any license 
to any person unless the Commission 
shall, after securing full information, 
find that the transfer is in accordance 
with the provisions of the Act, and shall 
give its consent in writing. 

§ 70.78 Reduction and termination of 
allocations. 

(a) The Commission may, in accord¬ 
ance with the procedures provided in 
Part 2 of this chapter, reduce the quan¬ 
tities of special nuclear material allo¬ 
cated to any licensee pursuant to § 70.71 
on the ground that the quantities allo¬ 
cated exceed those reasonably required, 
or estimated to be required, for conduct 
of the activities authorized by the 
license. 

(b) The expiration, revocation, or 
other termination of a license shall ter¬ 
minate all special nuclear material 
allocations incorporated in it, or issued 
in connection with it. 

Acquisition, Use, and Transfer 
§ 70.81 Authorized use. 

(a) A licensee shall confine his pos¬ 
session and use of special nuclear ma¬ 
terial to the locations and purposes au¬ 
thorized in his license. 

(b) The possession, use, and transfer 
of any special nuclear material produced 
by a licensee, in connection with or as a 
result of use of special nuclear material 
received under his license, shall be sub¬ 
ject to the provisions of the license and 
the regulations in this part. 

(c) Nothing in the regulations in this 
part or in any license issued pursuant to 
the regulations in this part shall author¬ 
ize or be deemed to authorize (1) the 
distribution of any special nuclear ma¬ 
terial to any person for a use which is 
not under the jurisdiction of the United 
States or (2) the export from or import 
into the United States of any special 
nuclear material. 

§ 70.82 Transfer. 

(a) No licensee shall transfer special 
nuclear material except as authorized 
by this section. 

(b) A licensee may transfer special 
nuclear material: 

(1) To the Commission; 

(2) To a licensee whose license au¬ 
thorizes him to receive such special 
nuclear material ; or 

(3) As otherwise authorized by the 
Commission in writing. 

(c) The transfer of amounts of spe¬ 
cial nuclear material in excess of those 
specified in § 70.3(b) shall not be under¬ 
taken until the shipping procedures for 
the transfer have been approved by the 
Commission pursuant to the require¬ 
ments of Parts 71 and 72 of this chapter. 
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Records, Reports, and Inspections 
§ 70.91 Records. 

A licensee shall keep records showing 
the receipt and transfer of special nu¬ 
clear material. 

§ 70.92 Reports of accidental criticality 
or loss of special nuclear material. 

In addition to the requirements for 
reporting incidents specified in § 20.405 
of this chapter, a licensee shall immedi¬ 
ately notify the Director of the Atomic 
Energy Commission Regional Compli¬ 
ance Office designated in Appendix D 
of Part 20 of this chapter of any occur¬ 
rence of accidental criticality or any loss 
of special nuclear material other than 
normal operating loss. 

§ 70.93 Material status reports. 

(a) A licensee shall submit to the 
Commission on Form AEC-578 reports 
concerning special nuclear material dis¬ 
tributed by the Commission pursuant to 
section 53 of the Act and received, trans¬ 
ferred or possessed by the licensee or for 
which he is financially responsible. Re¬ 
ports shall be made as of December 31 
and June 30 of each year, and shall be 
filed with the Commission within 30 days 
after the end of the period covered by 
the report, except that any licensee who 
during the six months preceding June 
30 had losses or burnup of less than ten 
grams of special nuclear material and 
did not receive or transfer any special 
nuclear material or financial responsi¬ 
bility for it need file only an annual re¬ 
port as of December 31. The Commis¬ 
sion may permit a licensee to submit 
material status reports at other times 
when good cause is shown. 

(b) The Commission may in addition 
require that a licensee submit Form 
AEC-578a, “Material Activity Schedule” 
as a reconciliation schedule for special 
nuclear material for which one licensee 
is financially responsible to the Commis¬ 
sion but which is in the physical posses¬ 
sion of another licensee. When Form 
AEC-578a is required, it shall be signed 
by both licensees. 

§ 70.94 Material transfer reports. 

A licensee who transfers, and a licensee 
who receives, special nuclear material 
shall promptly submit to the Commis¬ 
sion Form AEC-388 reports concerning 
each transfer of special nuclear ma¬ 
terial which has been distributed by the 
Commission pursuant to section 53 of 
the Act. 

§ 70.95 Inspections. 

(a) A licensee shall afford to the Com¬ 
mission at all reasonable, times oppor¬ 
tunity to inspect special nuclear ma¬ 
terial and the premises and facilities in 
which special nuclear material is re¬ 
ceived, possessed, used or transferred. 

(b) A licensee shall make available 
to the Commission for inspection, on 
reasonable notice, records kept by him 
pertaining to his receipt, possession, use 
or transfer of special nuclear material. 

§ 70.96 Tests. 

A licensee shall perform, or permit the 
Commission to perform, such tests as 
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the Commission deems appropriate or 
necessary for the administration of the 
regulations in this part, including tests 
of (a) special nuclear material, (b) 
facilities in which special nuclear ma¬ 
terial is utilized, produced or stored, (c) 
radiation detection and monitoring in¬ 
struments, and (d) other equipment and 
devices used in connection with the pro¬ 
duction, utilization or storage of special 
nuclear material. 

Modification, Revocation, and Suspen¬ 
sion of Licenses 

§ 70.101 Modification and revocation of 
licenses. 

(a) The terms and conditions of all 
licenses shall be subject to amendment, 
revision, or modification by reason of 
amendments to the Atomic Energy Act 
of 1954, or by reason of rules, regula¬ 
tions or orders issued in accordance 
with the Act or any amendments thereto. 

(b) Any license may be revoked, sus¬ 
pended or modified, in whole or in part, 
for any material false statement in the 
application or any statement of fact 
required under section 182 of the Act 
or because of conditions revealed by such 
application or statement of fact or any 
report, record, or inspection or other 
means which would warrant the Com¬ 
mission to refuse to grant a license on 
an original application or for violation 
of, or failure to observe any of the terms 
and conditions of the Act or the license 
or of any rule, regulation or order of 
the Commission. 

(c) Upon revocation, suspension or 
modification of a license, the Commission 
may immediately retake possession of 
all special nuclear material held by the 
licensee. In cases found by the Com¬ 
mission to be of extreme importance 
to the national defense or security, or 
to the health and safety of the public, 
the Commission may recapture any 
special nuclear material held by the 
licensee prior to any of the procedures 
provided under the Administrative Pro¬ 
cedure Act. 

(d) Except in cases of willfulness or 
those in which the public health, interest 
or safety requires otherwise, no license 
shall be modified, suspended or revoked 
unless, prior to the institution of pro¬ 
ceedings therefor, facts or conduct 
which may warrant such action shall 
have been called to the attention of the 
licensee in writing and the licensee shall 
have been accorded opportunity to dem¬ 
onstrate or achieve compliance with all 
lawful requirements. 

§ 70.102 Suspension and operation in 
war or national eniergeney. 

Whenever Congress declares that a 
state of war or national emergency ex¬ 
ists, the Commission, if it finds it neces¬ 
sary to the common defense and security, 
may, 

(a) Suspend any license it has issued; 

(b) Order the recapture of special 
nuclear material distributed; 

(c) Order the operation of any li¬ 
censed facility; 

(d) Order entry into any plant or 
facility in order to recapture special nu¬ 
clear material or to operate the facility. 
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Just compensation shall be paid for any 
damages caused by recapture of special 
nuclear material or by operation of any 
facility, pursuant to this section. 

Enforcement 
§ 70.111 Violations. 

An injunction or other court order 
may be obtained prohibiting any viola¬ 
tion of any provision of the Act or any 
regulation or order issued thereunder. 
Any person who willfully violates any 
provision of the Act or any regulation 
or order issued thereunder may be guilty 
of a crime and, upon conviction, may 
be punished by fine or imprisonment or 
both, as provided by law. 

Dated at Germantown, Md., this 15th 
day of February 1963. 

For the Atomic Energy Commission. 

Woodford B. McCool, 
Secretary. 

[F.R. Doc. 63-2128; Filed, Mar. 4, 1963; 

8:45 a.m.J 


[10 CFR Part 71 ] 

SHIPMENT OF SPECIAL NUCLEAR 
MATERIAL 

Notice of Proposed Rule Making 

Statement of considerations. The 
Commission’s regulations, 10 CFR Part 
70, “Special Nuclear Material,” require 
that in approving an application to re¬ 
ceive, possess, use and transfer special 
nuclear material, the Commission must 
determine that the applicant’s proposed 
procedures, equipment and facilities are 
adequate to protect health and minimize 
danger to life or property. 

10 CFR Part 71, “Regulations to Pro¬ 
tect Against Accidental Conditions of 
Criticality in the Shipment of Special 
Nuclear Material,” requires that ap¬ 
proval by the Commission be obtained 
for shipping procedures which are to be 
used in the transfer of special nuclear 
material, except for small shipments 
under specified conditions. 

The proposed revised 10 CFR Part 71 
deals with the prevention of accidental 
criticality in the transport of special 
nuclear material. It incorporates cri¬ 
teria developed over several years in the 
licensing of procedures for such ship¬ 
ments as well as the Commission’s own 
experience in shipping special nuclear 
material, and includes some recent in¬ 
formation based on studies of accident 
conditions and relating some tests of ex¬ 
isting types of shipping containers for 
special nuclear material to those acci¬ 
dent conditions. Shipment of special 
nuclear material has not yet resulted in 
a single incident involving accidental 
criticality. This is a rapidly developing 
area of knowledge and, as new informa¬ 
tion becomes available, changes and ad¬ 
ditions in the criteria may become neces¬ 
sary. On the basis of present knowl¬ 
edge, these criteria are believed to assure 
an adequate degree of safety. 

10 CFR Part 71 presently provides that 
small quantities of special nuclear mate¬ 
rial may be delivered to a carrier for 
transport without prior approval of the 
Commission. In the proposed revision, a 
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shipment of any number of packages 
containing no more than the exempt 
quantities may be made without Com¬ 
mission review of the packaging or the 
shipping procedures when no more than 
a specified quantity (5 times the exempt 
quantity) is transferred during 24 hours. 
No f urther restrictions or special precau¬ 
tions are considered necessary for such 
packages during transport. The quanti¬ 
ties permitted in a single package are be¬ 
lieved to be sufficiently small to assure 
nuclear safety during any credible condi¬ 
tions to be encountered in transport. 

Shipment of special nuclear material 
is also subject to the regulations of other 
Federal Agencies such as the Post Office, 
Interstate Commerce Commission, Coast 
Guard, or Federal Aviation Agency. 

For purposes of the proposed revision 
of 10 CFR Part 71, shipments of special 
nuclear material in excess of the exempt 
quantities are classed according to the 
shipping procedures which must be im¬ 
posed on the package or the shipment. 
Class I packages require no control dur¬ 
ing transport; Class II packages are sub¬ 
ject to the “40 unit rule”; and Class III 
packages require special control during 
transport. 

Class I includes packages safe from 
neutron interaction in any arrangement. 
The definition of Class I has been incor¬ 
porated into the International Atomic 
Energy Agency’s proposed “Regulations 
for the Safe Transport of Radioactive 
Material”, published May 1961. The 
packaging specifications in the proposed 
Part 71 are taken directly from the IAEA 
publication and were developed by the 
United Kingdom Atomic Energy Author¬ 
ity. Other types of packaging may sat¬ 
isfy the neutron absorption criteria re¬ 
quired for Commission approval as Class 
I packaging. 

Included under Class I are very dilute 
aqueous solutions, in which the fission¬ 
able isotope is present only in very small 
concentrations. The IAEA regulations 
include such dilute solutions as an ex¬ 
emption, but require that careful consid¬ 
eration be given to methods of prevent¬ 
ing reconcentration during transport. 
The proposed revised Part 71 requires 
Commission review of the method of in¬ 
suring that the concentrations do not 
exceed those which are permitted at any 
time during transport. Class I ship¬ 
ments require Commission approval of 
the shipping procedures and packaging 
to be used. 

Class I packages are so designed that 
they will remain nuclearly safe in any 
number and in any arrangement even 
after being involved in a serious acci¬ 
dent. Exempt packages may be mingled 
with Class I packages. 

Class n packages are so limited as to 
content that the individual unit is safe 
from accidental criticality, and the num¬ 
ber of such packages which can be trans¬ 
ported together is limited so that ship¬ 
ment of the allowable number is safe. 
The packaging must assure an adequate 
degree of safety for the individual unit 
even under accident conditions. The 
spacing provided by the package deter¬ 
mines the allowable number of packages 
which may be collected together. The 
packaging must assure that, under acci¬ 


dent conditions, the spacing between 
units of special nuclear material will not 
suffer a reduction in excess of 10 percent. 

Class II shipments may be transported 
by any carrier. The number of packages 
which may be carried on the same vehi¬ 
cle with other shipments or placed to¬ 
gether on a loading dock or a storage 
area is limited by assigning a certain 
number of “units” to each package. The 
carrier determines the extent to which 
he can safely mix shipments of special 
nuclear material from one customer with 
shipments of special nuclear material 
from another customer, by limiting the 
total number of units to no more than 
40. This method follows the procedures 
employed by carriers since 1949 for the 
control of external radiation levels in the 
shipment of radioactive material. Any 
accumulation of packages totaling less 
than 40 units is safe. The number of 
units assigned to any package of special 
nuclear material is determined by divid¬ 
ing 40 by the allowable number of simi¬ 
lar packages in one shipment. The al¬ 
lowable number of Class n packages 
which may be safely accumulated in one 
area in any arrangement includes a 
safety factor of at least 5. 

Class n shipments are designed to be 
safe within the allowable number of 
such shipments even though such pack¬ 
ages may be mingled with Class I and 
exempt packages. 

Class in shipments are approved on 
the basis of careful control of the con¬ 
ditions under which they will be trans¬ 
ported. The proposed regulations do not 
permit the mingling of Class I or Class 
II packages with Class m shipments. 

The primary dependence for nuclear 
safety in transport is on the packaging. 
The Commission will approve a ship¬ 
ment of special nuclear material only 
when there has been supplied informa¬ 
tion on which the Commission can be 
reasonably assured that the individual 
package is safely subcritical under all 
conditions of transport, that the num¬ 
ber of packages which can be brought 
together under normal conditions of 
transport is also safely subcritical, and 
that under severe accident conditions 
the packaging will maintain its integrity 
and retain its nuclear safety character¬ 
istics to the extent that is necessary to 
assure safety under the conditions of 
transport as specified. Because of the 
likelihood of immersion in water, the 
individual package must remain sub¬ 
stantially subcritical if fully immersed 
in water and if water should leak into 
it. 

The conditions of shipment of special 
nuclear material in the exempt cate¬ 
gory or in either Class I or Class II do 
not require specific Commission ap¬ 
proval. Various combinations of specific 
procedures, limits or controls, spacing, 
numbers, or geometric arrangement of 
the packages may be used to achieve an 
adequate degree of safety in the trans¬ 
port of special nuclear material. To 
permit as much latitude as possible in 
the design of packaging for special 
nuclear material, specific packaging re¬ 
quirements have not been imposed for 
all types and forms of special nuclear 
material. The type of packaging which 
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has been used for a few types of material 
is specified, together with performance 
criteria for judging the adequacy of 
other packaging. 

The general requirements for packag¬ 
ing refer to an inner container and an 
outer container. The inner container 
may consist of a pressed steel can or a 
schedule 40 steel pipe fabricated into a 
suitable container. The structural in¬ 
tegrity of the complete package must 
satisfy the minimum criteria stated in 
the regulation. For most cases this 
means that the design of the packaging 
must be capable of withstanding a 30- 
foot free fall on an unyielding surface 
(such as a solid concrete pad), a punc¬ 
ture test and a fire test without loss 
of contents and without loss of more 
than 10 percent of the minimum spac¬ 
ing. The applicant is required to demon¬ 
strate that the packaging design will 
provide a degree of safety which is ade¬ 
quate to insure that, under normal con¬ 
ditions and in case of credible accident 
conditions, the packaging will prevent 
accidental criticality. He may do so by 
including in his application: The re¬ 
sults of engineering assessment of the 
packaging design, if all assumptions 
made for the purpose of such assess¬ 
ment are stated; tests of models of 
packaging details or mock-ups repre¬ 
senting methods of construction; ex¬ 
trapolation from results of tests of simi¬ 
lar designs with similar construction 
features; reference to shipping experi¬ 
ence with packages of similar design; 
other information, argument, or evi¬ 
dence; or actual tests of prototypes of 
the design. 

Under both Class II and Class III, 
specified small quantities of special nu¬ 
clear material under prescribed circum¬ 
stances may be transported without 
prior approval by the Commission of the 
packaging or shipping conditions. The 
packaging must comply with Inter¬ 
state Commerce Commission packaging 
requirements. 

Tables in and IV of §§ 71.52 and 71.62 
include values for shipment of pluto¬ 
nium-beryllium encapsulated sources. 
The manufacture of plutonium-beryl¬ 
lium sources is controlled by the Com¬ 
mission, and the quantity of such 
sources which can be safely shipped 
under the conditions specified has been 
carefully assessed. 

Notice is hereby given that adoption of 
the following rule is contemplated. All 
interested persons who desire to submit 
written comments and suggestions for 
consideration in connection with the pro¬ 
posed rules should send them in tripli¬ 
cate to the Secretary, United States 
Atomic Energy Commission, Washington 
25, D.C., within 90 days after publica¬ 
tion of this notice in the Federal Regis¬ 
ter. Comments received after that pe¬ 
riod will be considered if it is practicable 
to do so, but assurance of consideration 
cannot be given except as to comments 
filed within the period specified. 

1. 10 CFR Part 71 is revised to read 
as follows: 

General Provisions 

Sec. 

71 1 Purpose. 

U-2 Scope. 
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Sec. 

71.3 Requirements for shipment of special 

nuclear material. 

71.4 Definitions. 

71.5 Communications. 

71.6 Interpretations. 

71.7 Specific exemptions. 

71.8 Additional requirements. 

71.9 New application by holder of existing 

license. 

License Applications 

71.21 Filing. 

71.22 Contents of applications. 

71.23 Additional information. 

Standards for Shipment 

GENERAL STANDARDS 

71.31 Criteria of nuclear safety. 

71.32 General considerations of nuclear 

safety. 

71.33 Classes of shipments. 

CLASS I STANDARDS 

71.41 Requirements for shipment of Class I 

package. 

71.42 Requirements for Class I package. 

71.43 Specific limits for Class I package. 

CLASS II STANDARDS 

71.51 Class II shipment; small quantities 

not requiring prior approval. 

71.52 Class n packages which require spac¬ 

ing during shipment. 

CLASS in STANDARDS 

71.61 Class III shipment. 

71.62 Class III; individual package limits 

for cubical array. 

71.63 Class III; small quantities in con¬ 

trolled shipments not requiring 
prior approval. 

71.64 Class III shipment; insoluble com¬ 

pounds and metals. 

71.65 Class III packaging requirements. 

71.66 Class III transportation procedures. 

71.67 Special Class m shipment. 

Heat Removal 

71.71 Heat removal. 

71.72 Pyrophoric materials. 

Shipping Procedures 

71.81 Labeling. 

71.82 Defective packaging. 

Testing of Packaging 

71.91 Requirements for tests. 

71.92 Preliminary tests. 

71.93 Routine and periodic tests. 

Records, Reports and Inspections 

71.101 Conditions of licenses. 

71.111 Inspections and tests. 

Enforcement 

71.121 Violations. 

Appendix A—“Standard One-Hour Fire”. 
Appendix B—Schedule 40 Steel Pipe. 

Authority: §§ 71.1 to 71.121 issued under 
secs. 53, 161; 68 Stat. 930, 948 as amended, 
42 U.S.C. 2073, 2201. 

General Provisions 
§ 71.1 Purpose. 

This part establishes procedures and 
criteria for authorization by the Atomic 
Energy Commission of the use of con¬ 
tainers and procedures for transporting 
special nuclear material. The criteria 
include safeguards against accidental 
conditions of criticality, release of spe¬ 
cial nuclear material and overheating of 
the package. Special nuclear material 
shipments are also subject to the regula¬ 
tions of other agencies having jurisdic¬ 
tion over means of transportation. Ac¬ 
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cordingly, the requirements of this part 
are in addition to, and not in substitu¬ 
tion for, other requirements. 

§ 71.2 Scope. 

This part applies to all persons licensed 
pursuant to Part 70 of this chapter to 
receive, possess, use or transfer special 
nuclear material. The shipment of ir¬ 
radiated solid nuclear reactor fuel ele¬ 
ments containing radioactivity in a 
single cask in excess of 2,000 curies is 
not authorized by this part but is gov¬ 
erned by Part 72 of this chapter. 

§ 71.3 Requiremenis for shipment of 
special nuclear material. 

No licensee may transport or deliver 
to a carrier special nuclear material for 
transport outside the confines of an 
authorized location, unless the packag¬ 
ing and procedures used have been au¬ 
thorized by the Commission when either: 

(a) Any single package contains more 
than 16 grams computed by adding the 
weight of any U-233 and of any U-235 to 
1.77 times the weight of any plutonium; 
or 

(b) The aggregate quantity of special 
nuclear material transported or deliv¬ 
ered to any single carrier for transporta¬ 
tion during any consecutive period of 
24 hours contains more than five times 
the quantity defined in paragraph (a) 
of this section. 

Approval will be granted by the issu¬ 
ance of a license or an amendment of a 
license under Part 70 of this chapter. 

§ 71.4 Definitions. 

As used in this part: 

(a) “Birdcage” means the portion of 
packaging which surrounds and holds an 
inner container; 

(b) “Package” means packaging and 
its contents; 

(c) “Packaging” means a container in 
which special nuclear material is trans¬ 
ported, including any birdcage and any 
inner container; 

(d) Terms defined in Part 30 of this 
chapter and Part 70 of this chapter have 
the same meaning when used in this 
part. 

§ 71.5 Communications. 

All communications concerning the 
regulations in this part may be addressed 
to the Atomic Energy Commission, 
Washington 25, D.C., Attention: Direc¬ 
tor, Division of Licensing and Regula¬ 
tion, or may be delivered in person at 
the Commission's offices at 1717 H Street 
N.W., Washington, D.C., or its offices at 
Germantown, Md. 

§ 71.6 Interpretations. 

Except as specifically authorized by 
the Commission in writing, no interpre¬ 
tation of the meaning of the regulations 
in this part by any officer or employee of 
the Commission other than a written 
interpretation by the General Counsel 
will be recognized to be binding upon 
the Commission. 

§ 71.7 Specific exemptions. 

The Commission may, on application 
of any interested person or on its own 
initiative, grant such exemptions from 
the requirements of the regulations in 
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this part as it determines are author¬ 
ized by law and will not endanger life 
or property or the common defense and 
security and are otherwise in the public 
interest. 

§ 71.3 Additional requirements. 

The Commission may by rule, regu¬ 
lation, or order impose upon any licensee 
such requirements, in addition to those 
established in the regulations in this 
part, as it deems appropriate or neces¬ 
sary to protect health or to minimize 
danger to life or property. 

§ 71.9 New application by holder of ex¬ 
isting license. 

On finding that, of the nature of the 
operations of the holder of an existing 
license, or because of other special cir¬ 
cumstances, it is necessary or appropri¬ 
ate for the protection of the public 
health and safety, the Commission may 
issue an order requiring the licensee to 
file an application for a new license in 
accordance with the requirements of this 
part. On the failure of the licensee to 
request a hearing within 30 days or to 
file such an application within 90 days 
after receipt of the order, the license 
shall terminate. 

License Applications 

§ 71.21 Filing. 

(a) An application for a license shall 
be filed with the Commission in six 
copies as provided in § 71.5. The Com¬ 
mission may require the filing of six 
additional copies. 

(b) An application may incorporate 
by clear and specific reference any 
relevant information in previous appli¬ 
cations, statements or reports filed with 
the Division of Licensing and Regula¬ 
tion of the Commission. The Commis¬ 
sion may require that an application be 
resubmitted with incorporation by ref¬ 
erence eliminated or limited. 

§ 71.22 Contents of application. 

An application for a license to receive, 
possess, use or transfer special nuclear 
material under the authority of Part 
70 of this chapter may request approval 
of one or more methods of shipment 
of the special nuclear material. That 
portion of the application pertaining to 
shipment shall be organized and pre¬ 
sented in accordance with the require¬ 
ments of this section and shall include: 

(a) The total quantity of each type 
of special nuclear material to be shipped 
in each shipment; 

(b) Chemical and physical form of 
special nuclear material in each ship¬ 
ment, including isotopic content; the 
nature of any materials blended, alloyed 
or mixed with the special nuclear ma¬ 
terial; and the resulting concentrations, 
densities and degrees of moderation; 

(c) The class of each shipment as de¬ 
fined in § 71.33; 

(d) A description of the inner con¬ 
tainer of each package, including ma¬ 
terials of construction, dimensions and 
method of fabrication; 

(e) The maximum quantity of special 
nuclear material in each package, in 
accordance with the criteria and pack¬ 
aging requirements for the class of 
shipment specified in §§ 71.41 to 71.67 


inclusive, taking into account the possi¬ 
bilities of accidental moderation and 
change in configuration; 

(f) A description of each birdcage 
and method of support of the inner con¬ 
tainer, including materials of construc¬ 
tion, dimensions and method of fabri¬ 
cation with an engineering assessment 
confirming the integrity of the packag¬ 
ing based on calculations, accident ex¬ 
perience or results of testing programs, 
in accordance with the requirements of 
this part for the class of shipment; 

(g) The maximum decay heat antic¬ 
ipated at any time during loading, trans¬ 
port and unloading, with full informa¬ 
tion as to the methods of heat transfer 
and dissipation; 

(h) A description of any built-in neu¬ 
tron poisons or moderators, including 
means of attachment, and procedures 
for confirming periodically the presence 
and effectiveness of the neutron poison 
and moderator; 

(i) The maximum number of packages 
in each shipment and any special load¬ 
ing procedures, taking into consideration 
the spacing afforded by the packaging 
and the requirements of this part for the 
class of shipment; 

(j) Information to be entered on the 
label of each package, including the 
number of radiation units determined as 
required by this part for the class of 
shipment; 

(k) Administrative procedures, in¬ 
cluding delineation of supervisory and 
advisory responsibilities, delegation of 
responsibility for assuring that operating 
procedures are consistent with nuclear 
safety practices prescribed by the license 
and by this chapter and methods of 
communicating operating procedures and 
transmitting orders throughout the 
organization; 

(l) Procedures for periodic and routine 
inspection of operations including: 

(1) Examination of all packaging 
whether newly constructed or reused and 
method of determining its suitability for 
use; 

(2) Filling of packages, including con¬ 
firmation that each package is loaded 
with the authorized amount of special 
nuclear material of specified isotopic 
assay and physical and chemical form; 

(3) Preparation of the shipment and 
provisions to insure isolation of packages 
in the packaging area, loading dock and 
transport vehicle from other special 
nuclear material. 

§71.23 Additional information. 

The Commission may at any time re¬ 
quire further information in order to 
enable it to determine whether a license 
should be granted, denied, modified, sus¬ 
pended or revoked. 

Standards for Shipment 

GENERAL STANDARDS 
§ 71.31 Criteria of nuclear safety. 

(a) A licensee shall obtain specific ap¬ 
proval for each type of packaging used 
in the shipment of special nuclear mate¬ 
rial unless the shipment complies with 
§ 71.51 or § 71.63. 

(b) In evaluating a shipment for nu¬ 
clear safety, the Commission will 
consider: 


(1) Limit on quantity of special nu¬ 
clear material in each package on the 
basis of the type and form of the special 
nuclear material ; 

(2) Design and construction specifica¬ 
tions of the packaging; 

(3) Spacing between containers of 
special nuclear material, any limitation 
in arrangement during transport, and 
the allowable number of such packages 
in a single shipment; 

(4) Any special conditions to be im¬ 
posed on the shipment; 

(5) Number of radiation units as¬ 
signed to each package; and 

(6) The classification of the shipment 
as prescribed by § 71.33. 

§ 71.32 General considerations of nu¬ 
clear safety. 

(a) In the transportation of special 
nuclear material, a variety of limits may 
be required to insure nuclear safety of 
the individual packages and prevention 
of the collection of more than an allowa¬ 
ble number of packages in one place. 
The Commission may require in appro¬ 
priate cases a variety or combination of 
limits in the nuclear safety of one or 
more individual packages. 

(b) Moderation. In establishing lim¬ 
its, the most effective degree of modera¬ 
tion shall be assumed unless control of 
moderation can be assured. 

(c) Reflection. Thick reflector con¬ 
ditions shall be assumed for establishing 
limits for a package. 

(d) Neutron poisons. Built-in neu¬ 
tron poisons may be considered in the 
proposed limits if there is assurance of 
their continued presence and effective¬ 
ness under all conditions of transport. 

§ 71.33 Classes of shipments. 

(a) Class I shipment. A shipment 
which may be considered to be safe from 
neutron interaction in any spatial ar¬ 
rangement because it complies with the 
criteria of § 71.41, requires no adminis¬ 
trative control by the licensee during 
transport and shall be designated as a 
Class I shipment. 

(b) Class II shipment. A shipment 
which meets the criteria of § 71.51 or 
§ 71.52 as to contents, size of package 
and number of packages in a shipment, 
requires no administrative control by the 
licensee during transport and shall be 
designated as a Class II shipment. 

(c) Class III shipment. A shipment 
not within the other categories specified 
in this section shall be designated as a 
Class in shipment. 

CLASS I STANDARDS 

§ 71.41 Requirements for shipment of 
Class I package. 

A Class I package shall be deemed to 
be one which: 

(a) Is so composed and packed that 
the special nuclear material contained 
is effectively shielded from neutrons 
having energy not greater than 0.3 elec¬ 
tron volt, and, if the package were ex¬ 
posed to an adjacent source of neutrons 
whose angular distribution and energy 
spectrum are as effective as emanate 
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from a like package, the number of 
neutrons having energy greater than 0.3 
electron volt leaving the package would 
be less than the number of such neutrons 
entering it; or 

(b) Contains an aqueous or other ho¬ 
mogeneous solution being transported in 
such a manner that homogeneity is as¬ 
sured at all times, taking into account 
the possibility of freezing, agglomera¬ 
tion, and evaporation, and in which the 
only special nuclear material present is: 

(1) U-235 in any enrichment with a 
degree of moderation (H/X) greater 
than 5,200; 

(2) Plutonium with a degree of mod¬ 
eration (H/X) greater than 7,600; or 

(3) U-233 with a degree of modera¬ 
tion (H/X) greater than 7,600. 

§ 71.42 Requirements for Class I pack¬ 
age. 

Packaging consisting of a container of 
solid wood, the hydrogen content of 
which is not less than 6.5 percent by 
weight, having a central cavity sur¬ 
rounded on all sides by at least a 10.2 
centimeter thickness of wood, and lined 
with not less than 0.325 gram of cad¬ 
mium per square centimeter of the sur¬ 
face of the central cavity, together with 
contained special nuclear material com¬ 
plying with the requirements of § 71.43, 
will be considered to be a Class I package 
as defined in § 71.41(a). 

(a) The package shall be so designed 
and constructed that, when loaded and 
closed as for use, it is capable of with¬ 
standing the following individual tests: 


(1) A free fall on any side, including 
the top and bottom, from a height of 30 
feet on an unyielding horizontal surface; 

(2) Exposure to the conditions of a 
standard one-hour fire as described in 
Appendix A; and 

(3) Immersion in water to a depth of 
3 feet for a period of 24 hours; 

without leakage from the inner con¬ 
tainer, reduction of more than 10 
percent in thickness of any built-in mod¬ 
erator, or significant reduction in effec¬ 
tiveness of any built-in neutron poison. 

(b) The package shall be at least 12 
inches in diameter if cylindrical, and 
any square or rectangular cross-section 
shall have no dimension which is less 
than 12 inches. 

§ 71.43 Specific limits for Class I pack¬ 
age. 

Special nuclear material may be 
shipped as a Class I package in a con¬ 
tainer which meets the requirements of 
§ 71.42, within the following limits: 

(a) The diameter of the central cav¬ 
ity shall not exceed the following dimen¬ 
sions: 

(1) In the case of plutonium nitrate 
solution; uranyl fluoride solution or 
uranyl nitrate solution containing no 
U-233; a non-hydrogenous uranium 
compound or mixture containing no U- 
233 and in which the concentration of 
U-235 does not exceed 4.8 grams per 
cubic centimeter; or uranium metal 
containing no U-233 and in which the 
enrichment of U-235 does not exceed 24 
percent by weight, as specified in Curve 
A of Figure 1. 


(2) A solution of U-233 fluoride or 
U-233 nitrate, as specified in Curve B 
of Figure 1. 

(3) In the case of nonhydrogeneous 
uranium compound or mixture contain¬ 
ing no U-233 and in which the concen¬ 
tration of U-235 does not exceed 9.6 
grams per cubic centimeter; or uranium 
metal containing no U-233 and in which 
the enrichment of U-235 does not exceed 
50 percent by weight; as specified in 
Curve C of Figure 1. 

(4) A material in which U-235 is the 
only special nuclear material and in 
which the U-235 concentration does not 
exceed 17.3 grams per cubic centimeter; 
or uranium metal containing no U-233 
and in which the enrichment of U-235 
does not exceed 92.5 percent by weight, 
as specified in Curve D of Figure 1. 

(5) A nonhydrogeneous plutonium 
compound or mixture in which the con¬ 
centration of Pu-239 does not exceed 10 
grams per cubic centimeter, as specified 
in Curve E of Figure 1. 

(6) Any special nuclear material not 
otherwise specified in this paragraph, as 
specified in Curve F of Figure 1. 

(b) The mass of metal shall not ex¬ 
ceed the following limits: 

(1) Uranium metal containing no U- 
233 and in which the enrichment of U- 
235 does not exceed 92.5 percent by 
weight, as specified in Curve G of Fig¬ 
ure 2, when the volume of the inner 
container does not exceed 1 liter; 

(2) Plutonium metal as specified in 
Curve H of Figure 2, when the volume 
of the inner container does not exceed 
0.2 liter. 



Fig. 1 MAXIMUM DIAMETER OF CENTRAL CAVITY FOR CLASS I PACKAGE 
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WOOD DENSITY ( in grams per cubic centimeter ) 

Figure 2 . MASS LIMIT FOR CLASS I PACKAGE 


CLASS II STANDARDS 

§ 71.51 Class II shipment; small quan¬ 
tities not requiring prior approval. 

(a) Notwithstanding any other provi¬ 
sion of this part, a licensee may trans¬ 
port or deliver to a carrier for transport, 
in one or more packages, special nuclear 
material not exceeding an aggregate of 
either 115 grams of U-233, 160 grams of 
U-235, 100 grams of plutonium, or 400 
grams of plutonium encapsulated as 
plutonium-beryllium neutron sources, 
when: 

(1) The licensee makes only one such 
shipment in any period of 24 hours; 

(2) The total volume of each package 
is not less than 8 liters; and 

(3) Each package bears a label stating 
a number of radiation units not less than 
40 multiplied by the actual number of 
grams of special nuclear material divided 


by the number of grams permitted under 
the conditions of this paragraph. 

(b) A licensee may transport or de¬ 
liver to a carrier for transport in one or 
more packages special nuclear material 
constituting a mixture of the specific 
types of such material specified in para¬ 
graph (a) of this section when the sum 
of the ratios of the quantity of each 
type of special nuclear material shipped 
to the quantity of such material specified 
in paragraph (a) of this section does 
not exceed unity. 

§ 71.52 Class II packages which require 
spacing during shipment. 

(a) A Class II shipment other than 
one specified in § 71.51 shall be made 
only in an inner container having the 
following specifications: 

(1) Resistance to crushing and frac¬ 
ture shall be at least equivalent to that 


provided by steel pipe meeting the speci¬ 
fications in Appendix B, Schedule 40 
Steel Pipe. 

(2) The bottom shall be equivalent in 
strength to a plate, equal in thickness to 
the wall of the container, welded or 
threaded to the bottom of the container. 

(3) The top closure which may be a 
flanged and gasketed cover or a standard 
pipe cap shall be equivalent in strength 
and leaktightness to the container itself. 

(b) An inner container specified in 
this section shall be supported within an 
enclosed birdcage in such manner that, 
when closed as for use and loaded with 
material at least equal in weight to that 
of the proposed contents; 

(1) The package is capable of with¬ 
standing a drop on any side, including 
the top and bottom, on an unyielding 
flat horizontal surface from a height of 
30 feet with no loss of contents from the 
inner container and no more than a 10 
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percent reduction in any spacing meas- 
ured from the outside of the inner con¬ 
tainer to the outside of the outer 

container; 

(2) The surface of the birdcage is so 
designed and constructed that spacing 
will be maintained under normal con¬ 
ditions of transport, that over-riding or 
interlacing of packages will be prevented, 
and that it will be capable of withstand¬ 
ing a free fall of 3.5 feet on an un¬ 
yielding horizontal flat surface no 
larger than 6 inches in diameter without 
exceeding the ultimate strength of the 
structural material of the outer surface 
of the birdcage; 

(3) The package is capable of with¬ 
standing exposure to the first ten min¬ 
utes of the standard one-hour fire as 
described in Appendix A with no loss of 
contents from the inner counter and no 
more than a 10 percent reduction in any 
spacing measured from the outside of 
the inner container to the outside of 
the outer container; and 

(4) The distance between any surface 
of the contained special nuclear material 
and any outer surface of the outer con¬ 
tainer is not less than 4 inches. 

(c) The quantity of special nuclear 
material within the package shall not 
exceed the quantity determined from the 
following table on the assumption of a 
degree of moderation which would 
result from the filling of all voids within 
the inner container by water but with¬ 
out allowance for variations in enrich¬ 
ment, density, dilution, or ratio of 
height to diameter. 


Degree of moderation 
(H/X) 

Mass limits (in kilograms) 

More 

Not more 

U-235 

Pu 

U-233 

than— 

than— 





2 

5.0 

1.7 

2.0 

2 

3 

4.0 

1.5 

1.8 

3 

5 

3.0 

1.3 

1.4 

5 

10 

1.8 

1.0 

1.0 

10 

20 

1.0 

.7 

.7 



Volume limits (in liters) 

20 

800 

2.0 

1.3 

1.3 

800 


4.0 

3.0 

3.0 


The limit established by this subpara¬ 
graph, is applicable to plutonium, U-233, 
or U-235, the density of which does not 
exceed that specified in Figure 13 of 
§ 70.43 of this chapter for the degree of 
moderation. In any case in which the 
density exceeds that specified in Figure 
13, the limit shall be reduced by the 
adjustment factor specified in § 70.43(b) 
of this chapter. 

(d) Allowable numbers: The maxi¬ 
mum number of packages, each comply¬ 
ing with this section, in a single ship¬ 
ment shall not exceed that determined 
from Figure 3 of this section, depending 
on the volume of the entire package but 
without allowance for any hoops or other 
projections. If the quantity of special 
nuclear material within the package is 
less than the quantity determined from 
paragraph (c) of this section, the allow¬ 
able number of such packages deter¬ 
mined from Figure 3 may be increased 
in the ratio of the allowable quantity 
to the actual quantity. 


CLASS in STANDARDS 
§ 71.61 Class III shipment. 

(a) The pertinent criteria specified 
in § 71.62, § 71.63, or § 71.64 may be used 
to establish the proposed limit on the 
contents of a package and the allowable 
number of packages in a single Class III 
shipment if each package complies with 
the requirements of § 71.65 and the ship¬ 
ment is made in accordance with the re¬ 
quirements of § 71.66. 

(b) Any Class III shipment which does 
not meet the criteria of § 71.62, § 71.63, 
or § 71.64 shall be designated as a special 
Class III shipment. Authority for such 
a shipment will be granted only in ac¬ 
cordance with § 71.67. 

§ 71.62 Class III; individual package 
limits for cubical array. 

(a) A Class in package may contain 
the quantity of special nuclear material 
specified in the following table, without 
allowance for variations in enrichment, 
density, dilution, or ratio of height to 
diameter of the inner container: 


Degree of moderation 
(H/X) 

Mass limits (in kilograms) 

More 

Not more 

U-235 

ru 

U-233 

than— 

than— 





2 

10.0 

2.5 

2.8 

2 

3 

9.0 

2.5 

2.5 

3 

5 

7.3 

2.5 

2.2 

5 

10 

5.2 

2.5 

1.8 

10 

20 

3.6 

2.4 

1.3 



Volume limits (in liters) 

20 


3.6 

2.4 

1.3 



figure 3. ALLOWABLE NUMBER OF PACKAGES IN A SINGLE SHIPMENT OF CLASS II PACKAGES 
COMPLYING WITH §71.52 OR OF CLASS III PACKAGES COMPLYING WITH §71.62 


No. 44-8 
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(b) The maximum number of pack¬ 
ages, each complying with paragraph 

(a) of this section, in a single shipment 
shall not exceed that determined from 
Figure 4 of this section, depending on 
the volume of the entire package but 
without allowance for any hoops or other 
projections. 

(c) The distance between any surface 
of the contained special nuclear material 
and any outer surface of the outer con¬ 
tainer shall be not less than 4 inches. 

§ 71.63 Class III; small quantities in 
controlled shipment not requiring 
prior approval. 

(a) A licensee may transport or de¬ 
liver to a carrier for transport, in one or 
more packages, not more than 500 grams 
of U-235, 300 grams of U-233, 300 grams 
of plutonium, or 2,500 grams of pluto¬ 
nium encapsulated as plutonium-beryl¬ 
lium neutron sources, when shipment is 
made in accordance with the require¬ 
ments of § 71.66. 

(b) A licensee may transport or de¬ 
liver to a carrier for transport, in one or 
more packages, special nuclear material 
constituting a mixture of the specific 
types of such material specified in para¬ 
graph (a) of this section when the sum 
of the ratios of the quantity of each type 
of special nuclear material shipped to 
the quantity of such material specified 
in paragraph (a) of this section does not 
exceed unity. 

(c) The quantity of plutonium trans¬ 
ported in any one package in the form of 
a plutonium-beryllium neutron source 
shall not exceed 400 grams. 

§ 71.64 Class III shipment; insoluble 
compounds and metals. 

(a) General. A package of special 
nuclear material in the form of metal or 
compounds insoluble in water, or both, 
may contain a quantity specified in ei¬ 
ther paragraph (b), (c), or (d) of this 
section, and the maximum number of 
units per shipment may be determined in 
accordance with the requirements of 
paragraph (e) of this section, if the 
packaging complies with the require¬ 
ments of § 71.65 and shipment is made in 
accordance with the requirements of 
§ 71.66. 

(b) Geometry control. The size of an 
inner container shall not exceed that 
determined in accordance with Figures 
2, 3, or 4 of § 70.42, Figures 19, 20, or 21 
of §70.44 for U-235; Figures 6, 7, or 8 of 
§ 70.42 for plutonium; or Figures 10, 11, 
or 12 of § 70.42 for U-233; assuming the 
most effective degree of moderation and 
thick reflector with incorporation of ad¬ 
justment and allowance factors required 
or permitted by § 70.43. 

(c) Mass control with limited modera¬ 
tion. The allowable mass shall be that 
determined from Figure 1 of § 70.42 or 
Figure 19 of § 70.44 for U-235; Figure 5 
of §70.42 for plutonium; or Figure 9 of 
§ 70.42 for U-233. The determination of 
allowable mass, with incorporation of 
adjustment and allowance factors re¬ 
quired or permitted by § 70.43, shall be 
based on thick reflector conditions and 
a degree of moderation determined by 
assuming that water has filled all void 
spaces within the inner container includ¬ 
ing interstices between particles. 
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(d) Mass control with optimum moder¬ 
ation. The limit of the amount of U- 
235 in an individual package may be 
based on limitation of mass, with incor¬ 
poration of adjustment and allowance 
factors required or permitted by §70.43, 
determined for thick reflector conditions 
at the most effective degree of modera¬ 
tion, from Figure 1 of § 70.42 or Figure 
19 of § 70.44. 

(e) Maximum number of packages per 
shipment. The number of packages in 
a shipment shall be limited in accordance 
with the solid angle criteria of §70.52, 
taking into account the spacing provided 
by the package and any special arrange¬ 
ment on the vehicle. 

§ 71.65 Class III packaging require¬ 
ments. 

(a) Special nuclear material, the lim¬ 
its of which have been determined in 
accordance § 71.62 and paragraphs (b) 
and (c) of § 71.64 shall be shipped in 
inner containers having the following 
specifications: 

(1) Resistance to crushing and frac¬ 
ture shall be at least equivalent to that 
provided by steel pipe meeting the spec¬ 
ifications in Appendix B, Schedule 40 
Steel Pipe. 

(2) The bottom shall be equivalent in 
strength to a plate, equal in thickness to 
the wall of the container, welded or 
threaded to the bottom of the container. 

(3) The top closure which may be a 
flanged and gasketed cover or a standard 
pipe cap shall be equivalent in strength 
and leaktightness to the container itself. 

(b) Quantities of special nuclear ma¬ 
terial prescribed in § 71.64(d) shall be 
shipped in inner containers at least 
equivalent in structural integrity and 
leaktightness to Specification 6A drums 
of § 78.97 of the Interstate Commerce 
Commission regulations (Title 49, Chap¬ 
ter I, Code of Federal Regulations, Part 
78—Shipping Container Specifications). 

(c) An inner container specified in 
this section shall be supported within an 
enclosed birdcage in such manner that, 
when closed as for use and loaded with 
material at least equal in weight to that 
of the proposed contents: 

(1) The package is capable of with¬ 
standing a drop on any side, including 
the top and bottom, on an unyielding 
horizontal flat surface from a height of 
30 feet with no loss of contents from the 
inner container and no more than a 10 
percent reduction in any spacing meas¬ 
ured from the outside of the inner con¬ 
tainer to the outside of the outer con¬ 
tainer; 

(2) The surface of the birdcage is so 
designed and constructed that spacing 
will be maintained under normal condi¬ 
tions of transport, that over-riding or in¬ 
terlacing of packages will be prevented, 
and that it will be capable of withstand¬ 
ing a free fall of 3.5 feet on an unyield¬ 
ing horizontal flat surface no larger than 
6 inches in diameter without exceeding 
the ultimate strength of the structural 
material of the outer surface of the 
birdcage; 

(3) The package is capable of with¬ 
standing exposure to the first ten minutes 
of the standard one-hour fire as de¬ 
scribed in Appendix A with no loss of 


contents from the inner container and 
no more than a 10 percent reduction in 
any spacing measured from the outside 
of the inner container to the outside of 
the outer container; and 

(4) The distance between any surface 
of the contained special nuclear mate¬ 
rial and any outer surface of the outer 
container is not less than 6 inches, ex¬ 
cept in the case of a package which 
meets the limits specified in § 71.62. 

(d) When compliance with the cri¬ 
teria in this part requires that packages 
in a shipment be arranged in planar 
array and not stacked, there shall be 
affixed to the top of each birdcage, an 
angle-iron tripod or frame. The fol¬ 
lowing legend shall be legibly and in¬ 
delibly printed in red letters at least one 
inch high on a white background, 
painted on or securely affixed to the top 
surface of the container: 

CLASS III SHIPMENT 
SPECIAL ARRANGEMENT 
THIS END UP 
DO NOT STACK 

§ 71.66 Class III; transportation pro¬ 
cedures. 

(a) A Class III shipment shall be 
shipped in accordance with one of the 
following procedures: 

(1) As a shipment having exclusive 
use of the vehicle. 

(2) Under escort by a courier, em¬ 
ployed by the licensee, having adequate 
knowledge and authority to assure com¬ 
pliance with the requirements of this 
part. 

(3) Under any other procedure spe¬ 
cifically approved by the Commission. 
The Commission will accept as adequate 
evidence of compliance with the provi¬ 
sions of this subparagraph, a written cer¬ 
tificate of a carrier that the special nu¬ 
clear material will be loaded under the 
licensee’s supervision and will be trans¬ 
ported in the same vehicle with no in¬ 
termediate unloading or trans-shipment 
until final delivery to the consignee; 
that no cargo containing source or spe¬ 
cial nuclear material, explosive or flam¬ 
mable materials be transported in the 
same vehicle; and that the name of the 
carrier, the consignee and the location 
of the consignee’s facility at the destina¬ 
tion, the mode of transfer and the gen¬ 
eral route to be followed will be as de¬ 
scribed in the certificate. 

(b) A shipment under subparagraph 
(1) or (2) of paragraph (a) of this sec¬ 
tion shall not be placed in any vehicle 
containing source or other special nu¬ 
clear material, heavy water, beryllium, 
graphite, or flammable or explosive ma¬ 
terial, or in the same hold of a ship with 
such materials, or at any time during 
loading, transshipment or delivery closer 
than 20 feet from such material, but may 
be transported in the same vehicle with 
materials other than those specified in 
this paragraph when such other mate¬ 
rials are shipped by the licensee. 

§ 71.67 Special Class III shipments. 

A shipment of a solution, water solu¬ 
ble compound, fuel element, or other 
special nuclear material which does not 
comply with the criteria of §§ 71.62 to 
71.64, inclusive, may be authorized by 
the Commission if the nuclear safety oi 
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the proposed shipment is demonstrated 
by experimental data, calculations or 
plans for special controls as specified in 
§§ 70.47 and 70.56 of this chapter. 

Heat Removal 
§ 71.71 Heat removal. 

(a) A package of special nuclear ma¬ 
terial shall be so designed and con¬ 
structed and loaded on a vehicle that 
under normal conditions of transport: 

(1) The temperature of any readily 
accessible surface of the package or of 
any external structure will not at any 
time exceed 180° F. 

(2) The maximum surface tempera¬ 
ture of the special nuclear material will 
not cause damage to the packaging and 
will be no higher than the higher of the 
following: 

(i) 300° F.; or 

(ii) 200° F. below the melting point of 
the special nuclear material or the melt¬ 
ing point of the cladding, whichever is 
lower. 

(b) Temperatures will be estimated 
on the basis of assumptions that the 
ambient air is at a temperature of 100° 
F. without wind, with maximum solar 
heat load anticipated for the proposed 
route and conditions of shipment, and 
exposure to the sun. 

§ 71.72 Pyrophoric materials. 

Special nuclear material which is 
subject to spontaneous ignition at 80° 
F. or at a lower temperature shall be 
packed in a manner which precludes 
spontaneous combustion. 

Shipping Procedures 
§ 71.81 Labeling. 

(a) Prior to shipment, the licensee 
shall label each package in accordance 
with § 73.402 of the regulations of the 
Interstate Commerce Commission (49 
CFR, Part 73) mploying a label as 
specified in 49 CFR 73.414 (a) or (c), 
showing the number of radiation units 
assignable to the package in accordance 
with paragraph (b) of this section or, in 
the case of Class in shipments, the 
words “Exclusive Use,” “Courier/* or 
“Special Handling.** 

(b) The number of radiation units as¬ 
signable to a package shall be consid¬ 
ered to be the larger of the following: 

(1) The aggregate of the number of 
milliroentgens per hour of x-radiation 
and gamma radiation; the number of 
millirads per hour of beta radiation; 
and the number of milliroentgens per 
hour which is equivalent to the neutron 
flux, in accordance with the following 
table, measured at a distance one meter 
from the surface of the package ap¬ 
proved by the Commission. 


Energy of neutrons in electron 
volts (ev) or in million electron 
volts (Mev) 

Neutron flux 
equivalent to 1 
milliroentgen per 
hour of gamma 
radiation (neutrons 
per square centi¬ 
meter per second) 

0.025 ev_ 

267 

10 ev.... 

267 

0.01 Mev . 

133 

0.1 Mev 

27 

0.5 Mev. 

11 

1 .. 

g 


5 

3 to 10 Mev_ 

4 


(2) The number obtained by dividing 
40 by the number of similar packages 
which may be transported in one ship¬ 
ment in accordance with § 71.51 or 
§ 71.52. 

§ 71.82 Defective packaging. 

The licensee shall not transport or 
cause to be transported special nuclear 
material in packaging which he knows 
or has reason to believe may be defective 
in any respect having a potentially sig¬ 
nificant adverse effect on the efficiency 
of the packaging. 

§ 71.91 Requirements for tests. 

(a) No special nuclear material shall 
be transported until the licensee has 
completed any tests of packaging re¬ 
quired by §§ 71.92 and 71.93, and has 
ascertained that each package complies 
with the provisions of this part and the 
conditions of the license. 

(b) Packaging which has been in¬ 
volved in any accident or in which sig¬ 
nificant corrosion or other deterioration 
is suspected shall not be employed for 
the transportation of special nuclear 
material until the licensee has ascer¬ 
tained that it complies with the pro¬ 
visions of this part. 

§ 71.92 Preliminary tests. 

(a) Prior to the first use of any 
packaging for special nuclear material 
which produce significant amounts of 
decay heat, the licensee shall experi¬ 
mentally verify the calculated heat 
transfer characteristics of the packaging 
and any mechanical cooling device 
under ordinary conditions of transport. 

(b) Prior to the first use of any 
packaging involving radiation shielding 
or neutron moderators or poisons, the 
licensee shall determine the effective¬ 
ness of the shielding, moderator and 
poison, and shall establish the absence 
of cracks, pinholes, uncontrolled voids 
or other defects which would signifi¬ 
cantly reduce their effectiveness. 

§ 71.93 Routine and periodic tests. 

(a) External radiation levels. Prior 
to each shipment of any package, the 
licensee shall determine that the exter¬ 
nal radiation level does not exceed either 
200 milliroentgens per hour at any ac¬ 
cessible surface of the package or of the 
external structure, if used, or 10 milli¬ 
roentgens per hour at a distance of 1 
meter from any accessible surface of the 
package or the external structure. 

(b) External contamination. Prior to 
each shipment of any package, the li¬ 
censee shall survey representative parts 
of the surface of the package for external 
contamination by wiping an area of ap¬ 
proximately 100 square centimeters with 
clean absorbent paper, applying moder¬ 
ate finger pressure, and measuring con¬ 
tamination on the paper through stand¬ 
ard counting techniques for beta-gamma 
and alpha activity. Surface contamina¬ 
tion so measured shall not exceed either 
10" 2 microcuries per 100 square centi¬ 
meters of beta-gamma activity or 1G~* 
microcuries per 100 square centimeters 
of alpha activity. 

(c) Closure. Prior to each closing of 
any package, the licensee shall visually 
inspect the closure and sealing gaskets 
for defects and, prior to shipment of each 


package, shall visually inspect and test, 
wherever possible, the integrity and ade¬ 
quacy of the closure. 

(d) Neutron moderators and poisons. 
The licensee shall perform periodic tests 
to establish that any built-in neutron 
moderators and neutron poisons which 
are considered in the nuclear safety of 
the shipment are present and effective 
in accordance with the approved pack¬ 
aging design. 

Records, Reports and Inspections 
§71.101 Conditions of licenses. 

In addition to the requirements of 
§ 71.91, the following shall be deemed to 
be conditions of the license: 

(a) Records of shipment. The li¬ 
censee shall maintain records of each 
shipment of special nuclear material 
showing the type and quantity of special 
nuclear material in each package and the 
total quantity in each shipment together 
with the date the shipment was made, 
the class of shipment, the means of 
transport used, the carrier’s certificate 
if required, the license number of the 
recipient, and the address to which the 
shipment was made. 

(b) Records of tests. The licensee 
shall maintain records of details and re¬ 
sults of tests and observations made on 
each shipping container, including cal¬ 
culated and observed rates of heat gen¬ 
eration and dissipation, coolant and con¬ 
tainer temperatures and pressures, and 
radiation and contamination surveys. 

(c) Certification. Each shipment 
shall be made in accordance with the 
conditions of the license and with the 
regulations in this chapter, and the li¬ 
censee shall provide the carrier with a 
duly executed certificate to that effect. 

(d) Reports. The licensee shall re¬ 
port to the Division of Licensing and 
Regulation within 30 days, each case of 
failure of packaging, regardless of the 
cause, if such packaging is used or was 
to be used in shipment of special nuclear 
material. 

§ 71.111 Inspection and tests. 

(a) The licensee shall afford to the 
Commission at all reasonable times op¬ 
portunity to inspect the special nuclear 
material, packaging, and the premises 
and facilities wherein the special nuclear 
material or packages are used, produced, 
tested, stored, or transported. 

(b) The licensee shall make available 
to the Commission for inspection all 
records required by this part. 

(c) The licensee shall perform, or per¬ 
mit the Commission to perform, such 
tests as the Commission deems appropri¬ 
ate or necessary for the administration 
of the regulations in this part. 

Enforcement 
§ 71.121 Violations. 

An injunction or other court order may 
be obtained prohibiting any violation of 
any provision of the Act or any regula¬ 
tion or order issued thereunder. Any 
person who wilfully violates any provi¬ 
sion of the Act or any regulation or order 
issued thereunder may be guilty of a 
crime and, upon conviction, may be pun¬ 
ished by fine or imprisonment, or both, 
as provided by law. 
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Dated at Germantown, Md., this 15th 
day of February 1963. 

For the Atomic Energy Commission. 

Woodford B. McCool, 
Secretary. 

Appendix A 

The “standard one-hour fire” mentioned 
in §§ 71.42, 71.52, and 71.65 assumes exposure 
for one hour to a fire in which the following 
temperatures are reached at various times 
after the beginning of the fire: 


1,000° F_After 5 minutes. 

1,300° F_After 10 minutes. 

1,550° F_After 30 minutes. 

1,700° F_After 1 hour. 


Note: The standard fire is described in 
specifications of the National Fire Protection 
Association (NFPA No. 251) and the Ameri¬ 
can Society for Testing Materials (ASTM, 
Design E 119-61). Details of methods for 
testing by means of the standard fire may be 
found in the cited references. 

Appendix B—Schedule 40 Steel Pipe 


DIMENSIONS AND WEIGHTS OF WELDED AND SEAMLESS 
STEEL PIPE 


Nominal 

size 

(in inches) 

Outside 
diameter 
(in inches) 

Nominal wall 
thickness 
(in inches) 

Weight- 
plain end 
(in pounds 
per foot) 

2 

2.375 

0.154 

3.65 

2.5 

2.875 

.203 

5. 79 

3 

3. 500 

.216 

7.58 

4 

4.500 

.237 

10. 79 

5 

5. 563 

.258 

14.62 

6 

6.625 

.280 

18.97 

8 

8.625 

.322 

28.55 

10 

10. 750 

.365 

40.48 

12 

12. 750 

.406 

53.56 

14 

14.000 

.438 

63.37 

16 

16.000 

.500 

82. 77 

20 

20.000 

.593 

122.91 

24 

24.000 

.687 

171.17 


Note. Reference: American Standards Association 
B 36.10-1959, Specifications for Schedule 40 Steel Pipe. 

[F.R. Doc. 63-2129; Filed, Mar. 4, 1963; 
8:45 a.m.] 


[10 CFR Part 72 ] 

PROTECTION AGAINST RADIATION 

IN THE SHIPMENT OF IRRADIATED 
FUEL ELEMENTS 

Notice of Proposed Rule Making 

Statement of considerations. Concur¬ 
rently with publication of this notice the 
Commission is publishing notices of pro¬ 
posed rule making to amend 10 CFR 
Part 70, “Licensing of Special Nuclear 
Material,” and Part 71, “Shipment of 
Special Nuclear Material,” and Part 40, 
“Licensing of Source Material,” of Com¬ 
mission regulations. Among other pro¬ 
visions, the proposed amendment of Part 
71 includes specifications for shipping 
containers and procedures for packaging 
and shipping of special nuclear material. 

On September 23, 1961, the Commis¬ 
sion published in the Federal Register 
a notice of proposed rule making which 
would establish a new Part, 10 CFR Part 
72, “Protection Against Radiation in the 
Shipment of Irradiated Fuel Elements” 
(26 F.R. 8982). 

In accordance with the purposes of 
the proposed revision of Part 71, ship¬ 
ments of special nuclear material in the 
form of irradiated fuel elements are not 
to be combined with other shipments of 


special nuclear material. It is proposed 
to effect this by revising § 72.37 of the 
proposed Part 72 to provide that a ship¬ 
ment of irradiated fuel elements shall 
be labeled and transported as a Class 
III shipment in accordance with the re¬ 
quirements of the proposed revision of 
Part 71. 

Notice is hereby given that adoption 
of the following rule is contemplated. 
All interested persons who desire to sub¬ 
mit written comments and suggestions 
for consideration in connection with the 
proposed amendment should send them 
in triplicate to the Secretary, United 
States Atomic Energy Commission, 
Washington 25, D.C., within 90 days after 
publication of this notice in the Fed¬ 
eral Register. Comments received after 
that period will be considered if it is 
practicable to do so, but assurance of 
consideration cannot be given except as 
to comments filed within the period speci¬ 
fied. 

1. The notice of proposed rule making 
published on September 23, 1961, in 26 
F.R. 8982, shall be deemed to be amended 
by adding the following paragraph to 
§ 72.37 of the proposed 10 CFR Part 72: 

(c) The cask and its contents shall 
be shipped in accordance with the re¬ 
quirements of § 71.66 of this chapter and 
labelled in accordance with § 71.81 of 
this chapter as a Class III shipment of 
special nuclear material. 

2. The previously published para¬ 
graph 72.37(c) is renumbered as para¬ 
graph 72.37(d). 

Dated at Germantown, Md., this 15th 
day of February 1963. 

For the Atomic Energy Commission. 

Woodford B. McCool, 
Secretary. 

[F.R. Doc. 63-2130; Filed, Mar. 4, 1963; 

8:45 a.m.] 


DEPARTMENT OF THE INTERIOR 

Bureau of Land Management 
E 43 CFR Part 161 3 

FEDERAL RANGE CODE FOR 
GRAZING DISTRICTS 

Notice of Proposed Rule Making 

Basis and purpose. Notice is hereby 
given that pursuant to authority vested 
in the Secretary of the Interior by the 
Act of June 28, 1934 (43 Stat. 1270; 43 
U.S.C. 315a), as amended and supple¬ 
mented, it is proposed to amend and 
revise the regulations as set forth below. 
The primary purpose of these changes 
is to clarify the existing regulations by 
making minor modifications. 

The proposed amendment to § 161.5(b) 
is considered necessary to allow the 
Bureau to set aside or reserve specific 
areas for exclusive livestock or wildlife 
use when conditions warrant. This will 
be accomplished by minor modification 
of the wording and deleting the last 
phrase of the paragraph which infers 
that game use must be in common with 
livestock use. 

Section 161.7(c) is amended to allow 
the retirement of grazing privileges or 


base property qualifications when base 
property is acquired by a party who does 
not meet the qualifications of a licensee 
or permittee. The problem is met by de¬ 
leting reference to licensee or permittee. 

It is proposed that § 161.8(d) be 
amended to merely require advance pay¬ 
ment of rental rather than payment 15 
days in advance of the beginning of the 
grazing season. Also, an application for 
a change in an exsting license would be 
required only 10 days before the begin¬ 
ning of the grazing season rather than 
30 days as is presently required. 

It is the policy of the Department, 
whenever practicable, to afford the pub¬ 
lic an opportunity to participate in the 
rule making process. Accordingly, inter¬ 
ested persons may submit written com¬ 
ments, suggestions, or objections with 
respect to the proposed amendment to 
the Bureau of Land Management, Wash¬ 
ington 25, D.C., within 30 days of publi¬ 
cation of this notice in the Federal 
Register. 

1. Paragraph (b) of § 161.5 is amended 
to read as follows: 

§ 161.5 Rating and classification of 
Federal range. 

* * * * * 

(b) Wildlife; allowance for mainte¬ 
nance. In each grazing district or por¬ 
tion thereof sufficient grazing capacity 
will be reserved for the maintenance of a 
reasonable number of wild game animals 
on Federal range suitable for wildlife, as 
determined by the district manager 
after considering the recommendations 
of the advisory board and wildlife inter¬ 
ests. 

2. Paragraph (c) of §161.7 is 
amended to read as follows: 

§ 161.7 Transfers of base property; base 
property qualifications; relinquish¬ 
ments. 

* * * * * 

(c) Relinquishment of base property 
qualifications; limitation; effect. Upon 
request, the district manager may accept 
a written relinquishment or waiver of 
grazing privileges on the Federal range 
and of base property qualifications of the 
base property owned or controlled by the 
applicant. Upon acceptance of such re¬ 
linquishment, the base property will lose 
its qualifications to the extent specified: 
Provided, That no such relinquishment 
will be accepted without the written con¬ 
sent of the owner or owners, if other 
than the applicant, and any encum¬ 
brancer of the base property, except that 
if the applicant is a lessee of the base 
property without whose livestock opera¬ 
tions the dependency by use or priority 
thereof would not have been established, 
such owner’s consent will not be re¬ 
quired. 

3. Paragraph (d) of § 161.8 is amended 
to read as follows: 

§ 161.8 Fees; lime of payment; refunds. 
***** 

(d) Payment of fees; reduction or in¬ 
crease in numbers; modification of peri¬ 
ods of use. No license or permit shall be 
issued or renewed until payment of all 
fees due the United States under the 
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Federal Range Code for Grazing Dis¬ 
tricts has been made. Fees for licenses 
and permits are due the United States 
upon issuance of the fee notice and are 
payable in advance of the first grazing 
period and for the full amount indicated 
on the fee notice; no license or permit 
shall be effective to authorize grazing 
use thereunder until such advance pay¬ 
ment has been made. 2 A permit may 
be canceled or reduced pursuant to 
§ 161.9(d) for failure to pay the fee in 
accordance with the fee notice. Any 
licensee or permittee who desires to 
make temporary use of the grazing priv¬ 
ileges during any authorized grazing 
period or periods in a manner other than 
that authorized in his existing license or 
permit must file with the district man¬ 
ager a written request for such change 
in use at least 10 days prior to the begin¬ 
ning of any such grazing period. If the 
district manager approves the request 
he will issue an adjusted fee notice ac¬ 
cordingly. 

John A. Carver, Jr., 
Assistant Secretary ol the Interior . 

February 27, 1963. 

[F.R. Doc. 63-2277; Filed, Mar. 4, 1963; 

8:47 a.m.] 


National Park Service 
[ 36 CFR Part 7 1 


GLEN CANYON NATIONAL RECREA¬ 
TION AREA, ARIZONA AND UTAH 


Proposed Speed 

Notice is hereby given that pursuant 
to the authority contained in section 3 
of the Act of August 25, 1916 (39 Stat. 
535; 16 U.S.C. 3), 245 DM-1 (27 F.R. 
6395), National Park Service Order No. 
14 (19 F.R. 8824), Regional Director, 
Southwest Region, Order No. 3 (24 F.R. 
5748), as amended, it is proposed to 
amend Part 7 of Title 36, Code of Federal 
Regulations, as is set forth below. The 
purpose of this amendment is to estab¬ 
lish suitable control to provide for safe 
travel over the roadways of the recrea¬ 
tion area. 

It is the s policy of the Department of 
the Interior whenever practicable, to 
afford the public an opportunity to par¬ 
ticipate in the rule making process. Ac¬ 
cordingly, interested persons may sub¬ 
mit written comments, suggestions, or 
objections with respect to the proposed 
amendment to the Superintendent, 
Glen Canyon National Recreation Area, 
Page, Arizona, within thirty days of the 
date of publication of this notice in the 
Federal Register. 

A new section is added to Part 7, to 
read as follows: 

§ 7.70 Glen Canyon National Recreation 
Area. 

(a) Sneed. The maximum speed of 
automobiles and other vehicles, except 


Any grazing on the Federal range within 
grazing districts in the absence of effective 
ri^v? 56 0r pennl t is unlawful and prohibited; 
in C ^ UnaUt ' horlze<i ^zing shall be deemed 
trespass and may be proceeded against 

111 5 161.12, or by other action 
under the law. 


ambulances and Government cars on 
emergency trips shall not exceed the fol¬ 
lowing prescribed limits: 

(1) In the immediate vicinity of 
campgrounds, picnic areas, swimming 
beaches, boat landings, and congested 
areas, where the roads are so posted, 
20 miles per hour. 

(2) On all other roads maintained for 
recreation area purposes, 50 miles per 
hour, except as dangerous sections may 
be posted to provide a lower limit. 

(3) The regulations in this section 
shall not apply to the highway desig¬ 
nated as U.S. Highway 89 in Arizona and 
Utah where the portion of that highway 
traverses the area. 

James M. Eden, 
Superintendent , Glen 
Canyon National Recreation Area. 

[F.R. Doc. 63-2279; Filed, Mar. 4, 1963; 

8:47 a.m.] 


DEPARTMENT OF AGRICULTURE 

Agricultural Stabilization and 
Conservation Service 

C 7 CFR Part 728 1 
WHEAT 

Notice of Determinations To Be Made 
With Respect to Formulation of 
Regulations Pertaining to Farm 
Acreage Allotments, Small Farm 
Bases and Normal Yields for 1964 
and Subsequent Crop Years 

Pursuant to the authority contained 
in applicable provisions of the Agricul¬ 
tural Adjustment Act of 1938, as 
amended, the Department is preparing 
to formulate regulations for establishing 
farm acreage allotments, small farm 
bases, and farm normal yields for the 
1964 and subsequent crops of wheat. 
Regulations will be added at a later date 
governing marketing quotas, the issuance 
of marketing certificates, and the land 
use provisions for the 1964 and subse¬ 
quent crops of wheat, as provided by 
Public Law 87-703. 

In determining farm acreage allot¬ 
ments, section 334(c) of the Agricultural 
Adjustment Act of 1938, as amended, re¬ 
quires, generally, that the county wheat 
acreage allotment for any year shall be 
apportioned among the old farms within 
the county on the basis of the past 
acreage of wheat, tillable acres, crop- 
rotation practices, type of soil, and 
topography. Wheat allotments have 
been in effect continuously since 1954 
and county committees have had ample 
opportunity to review and make appro¬ 
priate adjustments when necessary to 
properly reflect the above factors. It is 
felt that such statutory factors except 
for the acreage of wheat for the crop 
year 1962, are adequately reflected for 
the 1964 crop of wheat in the 1963 base 
acreages for most regular rotation farms 
and in the 1962 base acreages for most 
odd and even crop rotation farms, except 
as adjustments provided for in Public 
Laws 85-203 and 85-366 may be required 
or appropriate. These laws provide the 
manner in which wheat history acreage 


shall be determined for 1958 and subse¬ 
quent years for purposes of establishing 
acreage allotments. In the same way, 
in determining 1963 allotments, the 
statutory factors except for the 1961 
acreage of wheat were considered to be 
adequately reflected in the 1962 base 
acreage for most regular rotation farms, 
and in the 1961 base acreage for most 
odd and even rotation farms, taking into 
account necessary adjustments required 
by law. 

Public Law 87-703 provides that begin¬ 
ning with the 1964 crop on farms where 
the regular acreage allotment is less than 
15 acres a small farm base will be com¬ 
puted. This small farm base will be the 
average acreage of the crop of wheat 
planted for harvest in the three years 
1959, 1960 and 1961, or such later 3-year 
period, excluding 1963, as the Secretary 
determines to be representative, with 
adjustments for abnormal weather con¬ 
ditions, established crop rotation prac¬ 
tices on the farm, and such other factors 
as the Secretary determines should be 
considered for the purpose of establishing 
a fair and reasonable small farm base. 
This small farm base may not exceed 15 
acres. It is proposed that the 3-year 
period used to determine the small farm 
base shall be the years 1959, 1960 and 
1961, and that adjustments shall be made 
only for abnormal weather conditions, 
and crop rotation practices on odd and 
even farms. Abnormal weather adjust¬ 
ments shall not exceed 25 percent of the 
average. In the case of odd and even 
crop rotation farms, the small farm base 
determined shall not exceed the allot¬ 
ment determined for the current year. 
The acreage allotment for any farm 
under Public Law 87-703 shall be the 
larger of (1) the small farm base, re¬ 
duced by the percentage by which the 
national acreage allotment for the crop 
is reduced below 55 million acres or, (2) 
the acreage allotment determined in the 
regular manner if the operator of the 
farm elects to participate in the program 
by the date prescribed by the Secretary. 
If such election is not made, then the 
allotment for the farm will be the larger 
of the small farm base or the regular 
farm allotment for the purpose of de¬ 
termining compliance with marketing 
quotas. 

It is proposed that the eligibility re¬ 
quirements governing wheat acreage al¬ 
lotments for “new farms” (i.e., farms on 
which wheat was not planted or consid¬ 
ered planted to wheat for harvest as 
grain during any of three years immedi¬ 
ately preceding the year for which the 
allotment is determined, and those farms 
on which there was no acreage of wheat 
in any of those three years) will be the 
same as those in effect for the 1963 crop. 
The requirements are generally uniform 
with respect to all allotment crops. 

Public Law 87-703 requires the estab¬ 
lishment of farm normal yields for the 
purpose of marketing certificates, mar¬ 
keting quota penalties, land-use pay¬ 
ments (1964 and 1965 crops) and land- 
use penalties. The farm normal yield 
will be based on the average yield of 
wheat for the five years immediately pre- 
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ceding the year in which such yield is 
determined, with adjustments for ab¬ 
normal weather conditions and trends in 
yields; if for any year the yield data are 
not available, or there was not actual 
yield, then the normal yield will be ap¬ 
praised in accordance with regulations, 
taking into consideration abnormal 
weather conditions, trends in yields, the 
normal yield for the county, yields ob¬ 
tained on adjacent farms during such 
year, and the yield in years for which 
data are available. 

It is expected that the regulations re¬ 
ferred to herein shall be issued on a con¬ 
tinuing basis except for the determina¬ 
tion of current base acreages for old 
farms and for changes which are neces¬ 
sary for further clarification, or changes 
which may become necessary to incor¬ 
porate new provisions of law. Except as 
mentioned above, the regulations would 
be substantially the same as those cur¬ 
rently in effect for the 1960 and subse¬ 
quent crops. 

It is proposed that the regulations be 
as follows: 

Sec. 

728.10 Definitions. 

728.11 Extent of calculations and rule of 

fractions. 

728.12 Forms and instructions. 

728.13 Supervision, review and approval by 

State committees. 

728.14 Method of apportioning county 

allotments. 

728.15 Determination of base acreages for 

old farms for the 1964 crop of 
wheat. 

728.16 Determination of acreage allotments 

for old farms. 

728.17 Determination of small farm base 

acreage. 

728.18 Redetermination of allotments for 

small farms. 

728.19 Determination of base acreages for 

new farms for 1964 and subsequent 
crops. 

728.20 Determination of acreage allotments 

for new farms. 

728.21 Normal yield. 

728.22 Farms removed from agricultural 

production because of acquisition 
by Federal, State, or other agency 
having right of eminent domain. 

728.23 Allotment for farms divided or 

combined. 

728.24 Temporary release and reapportion¬ 

ment of allotments determined for 
farms acquired by an agency hav¬ 
ing the right of eminent domain. 

728.25 Mailing of farm allotments, small 

farm base and farm normal yield 
notices. 

728.20 Right of appeal of farm allotment 
and small farm base to review 
committee. 

728.27 Data for old wheat farms. 

728.28 Applicability of regulations. 

§ 728.10 Definitions. 

As used in the regulations in this sub¬ 
part and in all instructions, forms, and 
documents in connection therewith, the 
words and phrases defined in this section 
shall have the meanings assigned to 
them herein, unless the context or sub¬ 
ject matter otherwise requires. The 
following words or phrases are defined 
in Part 718 or Part 719 of this chapter 
and shall have the meanings assigned 
to them by such regulations: “allot¬ 
ment,"* “county committee,** “county 
office manager,” “community commit¬ 


tee/* “current year,” “Department/* 
“Deputy Administrator,** “farm,** “mar¬ 
keting year/* “operator/* “person,” 
“preceding year,” “producer/* “repre¬ 
sentative of the county committee,” 
“representative of the State committee,” 
“Secretary/* “State committee,” and 
“State executive director.** 

(a) “Acreage indicated by cropland” 
means the number of acres computed by 
multiplying the cropland acreage for a 
farm by the ration of the base acreages 
determined pursuant to § 728.15 for all 
farms in the community to the cropland 
acreage for all farms in the community. 

(b) “Commercial wheat-producing 
area** means all States in the United 
States excluding States for which the 
wheat acreage allotment for the current 
year will be 25,000 acres or less and 
which are designated by the Secretary 
as being outside the commercial wheat- 
producing area for the current year. 

(c) “New farm” means any farm for 
which a wheat allotment is requested for 
the current year other than one defined 
under paragraph (e) of this section. 

(d) “Odd and even crop-rotation” 
with respect to wheat means the practice 
carried out by wheat producers of alter¬ 
nating the number of acres devoted to 
the production of wheat for harvest as 
grain from year to year in a set pattern of 
acreages of wheat; e.g., 1960—60 acres; 
1961—40 acres; 1962—60 acres; 1963— 
40 acres, etc. 

(e) “Old farm” means any farm on 
which there was wheat acreage including 
any acreage considered as wheat acreage 
under the provisions of section 106(a) or 
112(2) of the Soil Bank Act, section 377 
of the act or section 327 of the Food and 
Agricultural Act of 1962, in any one or 
more of the three years immediately pre¬ 
ceding the current year or on which there 
was an acreage of wheat planted for har¬ 
vest in any of the years 1959, 1960, or 
1961 for which a small farm base is estab¬ 
lished under § 728.17. The acreage of 
wheat in 1958 or any subsequent year on 
a farm for which no allotment was estab¬ 
lished shall not be considered as “wheat 
acreage’* for purposes of establishing 
farm base acreages and allotments under 
§§ 728.15 and 728.16 unless the State 
where the farm is located was outside the 
commercial wheat-producing area for 
such year. 

(f) “Wheat history acreage” for any 
year prior to 1964 means: 

(1) For a farm in a State for which 
wheat acreage allotments were not in ef¬ 
fect for such year, the wheat acreage on 
the farm for such year; 

(2) For a farm in a State for which 
wheat acreage allotments were in effect 
for such year, the acreage determined for 
such year under § 728.1011(f) of the reg¬ 
ulations pertaining to farm acreage al¬ 
lotments for 1960 and subsequent crops 
of wheat. 

(g) “Farm normal yield” means the 
average yield per harvested acre of wheat 
for the farm determined under § 728.21. 

(h) “Small farm base” means the 
acreage determined for a farm under 
§ 728.17. The small farm base will be 
applicable only to a farm having an al¬ 
lotment for the current year of less than 
15 acres as determined under § 728.16. 


(i) “Act” means the Agricultural Ad¬ 
justment Act of 1938, and any amend¬ 
ments or supplements thereto. 

(j) “Crop year” means the calendar 
year in which the wheat crop is harvested 
or would, under normal conditions, be 
harvested. 

(k) “Director” means the Director of 
the Farmer Programs Division, Agricul¬ 
tural Stabilization and Conservation 
Service, United States Department of 
Agriculture. 

(l) “Wheat acreage” for any year prior 
to 1964 means the wheat acreage as de¬ 
fined in § 728.1141 (y) of the wheat mar¬ 
keting quota regulations for 1961 and 
subsequent crops of wheat. 

§ 728.11 Extent of calculations and rule 
of fractions. 

Acreages and yields shall be expressed 
in acres and tenths or bushels and 
tenths, as appropriate, and shall be 
rounded to the nearest tenth. In deter¬ 
mining acreages and yields, computa¬ 
tions shall be carried to three places 
beyond the decimal. Fractions of fifty- 
one thousandths shall be rounded up¬ 
ward to the next tenth; fractions of less 
than fifty-one thousandths shall be 
dropped. 

§ 728.12 Forms and instructions. 

The Director of the Farmer Programs 
Division, Agricultural Stabilization and 
Conservation Service, shall cause to be 
prepared and issued such forms as are 
necessary, and shall cause to be pre¬ 
pared such instructions with respect to 
internal management as are necessary 
for carrying out the regulations in this 
part. The forms and instructions shall 
be approved by, and the instructions shall 
be issued by, the Deputy Administrator. 

§ 728.13 Supervision, review and ap¬ 
proval by State committees. 

State committees shall have over-all 
responsibility for the administration of 
the regulations herein in their respective 
States. The representative of the State 
committee may revise or require revision 
of any determination made under regu¬ 
lations in this subpart. All acreage al¬ 
lotments and normal yields shall be ap¬ 
proved by a representative of the State 
committee and no official notice thereof 
shall be mailed until approved by such 
representative. 

§ 728.14 Method of apportioning county 
allotments. 

The county acreage allotment less a 
reserve for appeals, corrections and 
missed farms shall be apportioned to old 
farms in the county pro rata on the basis 
of the farm base acreages determined 
under § 728.15. 

§ 728.15 Determination of base acreages 
for old farms for the 1964 crop of 
wheat. 

(a) The county committee shall deter¬ 
mine a 1964 base acreage for each old 
farm which will reflect past acreages 
of wheat, tillable acres, crop-rotation 
practices, type of soil and topography. 
For purposes of determining 1964 allot¬ 
ments for substantially all farms, these 
factors are determined to be adequately 
reflected by (1) the 1963 base acreages 
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for regular rotation farms or the 1962 
base acreages for odd and even crop- 
rotation farms and (2) by the wheat 
history acreages for 1962 weighted and 
adjusted as provided for in this section. 
For the small number of farms where 
special provisions are necessary as pro¬ 
vided in subparagraphs (3), (4), (5), 

(6), and (7) of paragraph (b) of this 
section, the base acreages computed 
under such subparagraphs have been 
determined adequately to reflect these 
factors. 

(b) Computed base acreage. The 
county committee shall establish for each 
farm a computed base acreage which 
shall be: 

(1) For a regular rotation farm, 80 
per centum of the 1963 base acreage for 
the farm plus 20 per centum of the 1962 
wheat history acreage. 

(2) For any farm having an odd and 
even crop-rotation, 80 per centum of the 
1962 base acreage for the farm, plus 20 
per centum of the 1962 wheat history 
acreage for the farm. 

(3) For a farm for which a new farm 
allotment was established for the 1963 
crop, the 1963 allotment multiplied by a 
factor determined by dividing the 1963 
county proration factor used in adjust¬ 
ing old farm base acreages to the county 
acreage allotment into 1.0000. 

(4) For a farm which had established 
a new odd and even crop-rotation sys¬ 
tem for 1963, the base acreage recom¬ 
mended by the county committee as 
applicable for 1964 for such farm. 

(5) For an old farm having a crop- 
rotation system under which the acreage 
devoted to the production of wheat for 
harvest as grain has varied in a set pat¬ 
tern from year to year over a three- or 
four-year period, the previous base acre¬ 
age selected by the county committee as 
applicable for 1964 for such farm under 
such rotation system. 

(6) For a farm with an established 
odd and even rotation for which a 
change in the crop-rotation practices 
will go into effect for 1964, the computed 
base acreage recommended by the county 
committee as applicable for 1964 for 
such farm under the new rotation: Pro¬ 
vided, That such computed base acreage 
shall not exceed the base acreage which 
would have been computed if the rota¬ 
tion in effect for 1963 had been 
continued. 

(7) For a farm for which the penalty 
on excess wheat of the 1959, 1960, or 
1961 crop was postponed or avoided by 
storage of the excess but on which the 
penalty became due after determination 
of the 1963 allotment, the farm base 
acreage for 1964 shall be computed in 
accordance with the applicable subpara¬ 
graph (1) or (2) of this paragraph after 
the 1960, 1961, or 1962 base acreage has 
been recomputed, for 1964 base acreage 
determination only, by using the 1959, 
I960, or 1961 allotment, as appropriate, 
instead of the 1959, 1960, or 1961 base 
acreage as the 1959, 1960, or 1961 wheat 
history acreage. 

(8) For a farm in a State which was 
hot designated as a 1963 commercial 
wheat-producing State, the computed 
case acreage shall be the average of the 
acreages planted to wheat for harvest on 
the farm for the years 1959, 1960, 1961, 
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and 1962, adjusted by eliminating any 
of the above years only when such year’s 
acreage is abnormally high or low due 
to weather conditions. 

(c) Farm base acreage. The farm 
base acreage for a farm shall be the 
acreage computed under paragraph (b) 
of this section, as adjusted under this 
paragraph (c). The county committee 
may adjust the computed base acreage 
for a farm when, in the judgment of the 
county committee, it is determined that 
an adjustment is necessary to obtain a 
farm base acreage which is equitable 
when compared with base acreages es¬ 
tablished for farms which are similarly 
operated and which are similar with 
respect to crop-rotation practices, type 
of soil, topography and available acreage 
of cropland. The amount of adjustment 
shall not exceed 10 percent of the acreage 
computed under paragraph (b) of this 
section. Notwithstanding the above 10 
percent limitation, in those cases where 
a change in operation has occurred on 
the farm from livestock to wheat pro¬ 
duction as the primary income source 
by a relatively new operator on the farm 
and the computed base acreage is less 
than 50 percent of the acreage indicated 
by cropland, an adjustment up to 25 per¬ 
cent of the computed base acreage may 
be made. In the determination of farm 
base acreages, the following shall apply: 

(1) The farm base acreage shall not 
exceed the cropland for the farm, except 
in any case where less than 15 percent of 
the cropland on the farm is acquired 
under right of eminent domain. 

(2) The computed farm base shall 

not be adjusted for the purpose of off¬ 
setting the effects of exceeding the 1959, 
1960, 1961, or 1962 farm acreage 

allotment. 

(3) An adjustment shall be made to 
reflect the loss in county history caused 
by those farms for which the base 
acreages are determined under § 728.15 
(b) (4) or (5) which had excess wheat 
acreage on which the penalty became 
due for the 1959, 1960, 1961, or 1962 crop 
of wheat. 

(4) A zero farm base acreage shall be 
established for any farm if the county 
committee determines that all of the 
farm’s cropland will be devoted to non- 
agricultural use for 1964. 

(5) For a farm in a State which was 
not designated as a 1963 commercial 
wheat-producing State, if the farm’s 
computed base is zero only because one 
or more of the years were eliminated due 
to weather, the limits on adjustments will 
not apply; however, the farm base 
acreage established shall not exceed the 
acreage indicated by cropland. 

§ 728.16 Determination of acreage al¬ 
lotments for old farms. 

The current year’s county acreage 
allotment, less a reserve for appeals, 
correction of errors and missed farms, 
shall be apportioned by the county com¬ 
mittee pro rata among all farms within 
the county on the basis of the farm base 
acreages determined under § 728.15. 

§ 728.17 Determination of small farm 
base. 

The county committee shall determine 
a small farm base for each farm for 
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which the allotment determined under 
§ 728.16 is less than 15 acres. Such 
small farm base shall be the smaller of 
(a) 15 acres or (b) the average acreage 
of wheat planted for harvest in the 
three years 1959, 1960, and 1961, in¬ 
cluding any acreage planted to wheat 
for harvest which was destroyed by 
natural causes prior to the disposal date 
for destroying excess wheat under mar¬ 
keting quota regulations in this part. 
The county committee may adjust the 
average 3-year planted acreage for ab¬ 
normal weather conditions not to exceed 
25 per centum of the three year average 
planted acreage. In the case of farms 
where the computed base is determined 
under the odd and even crop rotation 
formula in § 728.15 the small farm base 
cannot exceed the regular allotment 
determined under § 728.16. 

§ 728.18 Redetermination of allotments 
for small farms. 

The acreage allotment for any farm 
shall be the larger of the allotment deter¬ 
mined under § 728.16 or the acreage 
determined under § 728.17 reduced by the 
same percentage by which the national 
acreage allotment for the crop is reduced 
below fifty-five million acres. Notwith¬ 
standing the above, if the farm operator, 
within the time prescribed by the Secre¬ 
tary, fails to elect in writing on Form 
MQ-24 to be subject to the farm allot¬ 
ment and marketing quota, the farm 
acreage allotment for marketing quota 
purposes will be the larger of the farm 
allotment determined under § 728.16 or 
the small farm base determined under 
§ 728.17. 

§ 728.19 Determination of base acreages 
for new farms for 1964 and subse¬ 
quent crops. 

(a) The county committee shall deter¬ 
mine a base acreage for use in establish¬ 
ing a wheat acreage allotment for each 
eligible new farm for the 1964 or any 
subsequent crop for which an acreage 
allotment is requested in writing prior to 
July 1 of the year immediately preceding 
the current year in the winter wheat 
area, and prior to March 1 of the current 
year in the spring wheat area. The 
spring wheat area shall include any 
area where spring wheat is nornally 
grown, even though winter wheat is also 
grown in such area. Each request for 
such allotment shall be made by the 
owner or operator on Form MQ-25, Ap¬ 
plication for New Farm Allotment, which 
shall contain statements as to location 
and identification of the farm, name and 
address of the farm operator and other 
data necessary to enable the county com¬ 
mittee to determine whether the condi¬ 
tions of eligibility prescribed by para¬ 
graph (b) of this section have been met. 

(b) Eligibility for a new farm allot¬ 
ment shall be conditioned upon the fol¬ 
lowing: 

(1) The application for a new farm 
allotment is filed by the farm operator or 
farm owner at the office of the county 
committee on or before the applicable 
closing date. 

(2) Neither the operator nor the owner 
of the farm covered by the application 
owns or operates any other farm in the 
United States for which a wheat allot- 
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ment will be established for the cur¬ 
rent year. 

(3) The available land, type of soil and 
topography of the land on the farm for 
which the wheat allotment is requested 
is suitable for the production of wheat 
and the production of wheat on the farm 
ordinarily will not result in an undue 
erosion hazard under continuous pro¬ 
duction. 

(4) The operator owns or otherwise 
has readily available adequate equip¬ 
ment and the other facilities of produc¬ 
tion necessary to the successful produc¬ 
tion of wheat on the farm. 

(5) The operator expects to obtain 
during the current year more than 50 
percent of his income from the produc¬ 
tion of agricultural commodities or prod¬ 
ucts from the farm for which the new 
farm allotment application is filed. In 
making this computation of income from 
the farm, no value will be allowed for the 
estimated return from the production of 
the requested allotment. However, in 
addition to the value of agricultural 
products sold from the farm, credit will 
be allowed for the estimated value of 
home gardens, livestock and livestock 
products, poultry, or other agricultural 
products produced for home consumption 
or other use on the farm. Where the 
farm operator is a partnership, each 
partner must expect to obtain during 
the current year more than 50 percent of 
his income from the agricultural com¬ 
modities or products from the farm; 
where the farm operator is a corpora¬ 
tion, it must have no major purpose other 
than operation or ownership, as appli¬ 
cable, of such farm, and the officers and 
general manager of the corporation must 
expect to obtain more than 50 percent of 
their income, including dividends and 
salaries, from the corporation. 

(6) Notwithstanding the provisions of 
subparagraphs (2), (3) and (5) of this 
paragraph, the committee shall estab¬ 
lish a new farm allotment for a farm 
(other than an old wheat farm) with 
an established four or five-year rotation 
that will include wheat for the current 
year. 

(c) In determining the base acreage 
for each new farm, the county committee 
shall take into consideration the tillable 
acres, crop-rotation practices, type of 
soil, topography and the farming system 
to be followed by the operator, including 
the equipment and other facilities availa¬ 
ble for the production of wheat under 
such system: Provided , That the base 
acreage so established shall not exceed 
the wheat acreage for the farm for the 
current year under the planned crop- 
rotation system. Except upon prior ap¬ 
proval of a representative of the State 
committee, the acreage recommended by 
the county committee shall not exceed 
one hundred percent of the acreage indi¬ 
cated by cropland where the operator of 
the farm has been planting wheat on the 
farm in regular rotation; eighty percent 
of the acreage indicated by cropland 
where the operator has had actual wheat 
production in previous years; sixty-five 
percent of the acreage indicated by crop¬ 
land where the operator has had no op¬ 
portunity to establish wheat history for 
himself; and twenty-five percent of the 
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acreage indicated by cropland where the 
applicant could have established wheat 
history but has not done so, and in all 
other cases. The State committee when 
requested may grant approval in excess 
of the limits established above if such 
limitation would result in an inequita¬ 
ble base acreage due to the fact that the 
type of farming operations carried out 
generally in the community or county is 
not representative of the type of farming 
operations to be carried out on the new 
farm. 

§ 723.20 Determination of acreage allot* 
ments for new farms. 

(a) Computation. The county com¬ 
mittee shall, after approval by the state 
committee of the base acreages estab¬ 
lished for new wheat farms, determine a 
wheat acreage allotment for the current 
year for each new farm by multiplying 
the base acreage so established by the 
smaller of (1) the factor determined 
under § 728.17 or (2) the factor obtained 
by dividing the State reserve for new 
farms by the sum of the base acreages 
determined for all new farms in the 
State under § 728.19. The sum of all new 
farm acreage allotments in the State 
shall not exceed the State reserve set 
aside for new farms. 

(b) Reduction for underplanting. 
The allotment determined under this 
section for a new farm shall be reduced 
to the wheat acreage on the farm when 
it is found that such acreage is less than 
75 percent of the allotment. The acre¬ 
age regained as a result of such reduc¬ 
tions in each county shall be transferred 
to the reserve for appeals, corrections of 
errors, and missed farms. 

(c) Cancellation of new farm allot¬ 
ment. Any new farm allotment estab¬ 
lished under this section shall be void as 
of the date issued if the State committee 
determines that the applicant knowingly 
furnished false, incomplete or inaccurate 
information to obtain the allotment. 

§ 728.21 Normal yield. 

(a) Farms for which normal yields 
will he determined. The county commit¬ 
tee shall determine farm normal wheat 
yields for all wheat farms based upon the 
average yields per harvested acre of 
wheat during the five years immediately 
preceding the year in which such normal 
yields are determined. 

(b) Yields based on reliable records. 
Where reliable records of the actual yield 
in bushels per harvested acre for each 
of the five years immediately preceding 
the year in which the yield is determined 
are available to the county committee, 
the normal yield per harvested acre of 
wheat for the farm shall be the average 
of such yields adjusted for abnormal 
weather conditions and for trends in 
yields. 

(c) Appraised yields. If for any year 
of such five-year period data are not 
available or there was no actual yield, 
then the normal yield per harvested acre 
of wheat for the farm shall be appraised 
by the county committee taking into 
consideration abnormal weather condi¬ 
tions during such five-year period, 
trends in yields, the normal yield for the 
county, the yields obtained on adjacent 


farms during such year and the yield in 
years for which data are available. 

(d) Adjustments for uncontrollable 
natural causes. If on account of 
drought, flood, insect pests, plant dis¬ 
ease, or other uncontrollable natural 
cause, the yield determined under para¬ 
graph (b) of this section for any year 
of such five-year period is less than 75 
per centum of the average, 75 per centum 
of such average shall be . substituted 
therefor in calculating the normal yield 
per acre for the farm. If, on account of 
abnormally favorable weather condi¬ 
tions, the yield for any year of such 
period is in excess of 125 per centum of 
the average, 125 per centum of such av¬ 
erage shall be substituted therefor in 
calculating the normal yield per acre 
for the farm. 

(e) The average of the normal yields 
initially determined for all farms in the 
county, weighted by the base acreages 
determined for such farms shall not ex¬ 
ceed the county normal yield for the cur¬ 
rent year less a reserve for appeals and 
corrections of errors. If after the initial 
determination of any farm normal yield 
reliable records as provided in paragraph 
(b) of this section are submitted, the 
farm normal yield may be increased on 
the basis of such reliable records with¬ 
out regard to scaling to the county 
normal yield. 

§ 728.22 Farms removed from agricul¬ 
tural production because of acquisi¬ 
tion by Federal, State or other agency 
having the right of eminent domain. 

The wheat acreage allotment deter¬ 
mined for a farm shall, if the farm was 
acquired in 1954 or thereafter for any 
purpose other than for the continued 
production of allotted crops, by any Fed¬ 
eral, State or other agency having the 
right of eminent domain, become avail¬ 
able for use in providing allotments for 
other farms owned by the owner so dis¬ 
placed, and such apportionment shall be 
made in accordance with Part 719 of this 
chapter. 

§ 728.23 Allotment for farms divided or 
combined. 

The wheat acreage allotment deter¬ 
mined for a farm shall, if there is a 
division or combination, be apportioned 
in accordance with Part 719 of this 
chapter. 

§ 728.24 Temporary release and reap¬ 
portionment of allotments deter¬ 
mined for farms acquired by an 
agency having the right of eminent 
domain. 

The displaced owner of a farm may, 
not later than November 15 of the year 
immediately preceding the year for 
which the farm acreage allotments are 
established in the winter wheat area and 
prior to April 15 of the year for which 
the allotments are established in the 
spring wheat area, release in writing 
to the county committee for one year 
at a time all or part of the acreage for 
the farm in a pool under § 719.12 of this 
chapter, for reapportionment by the 
county committee to other wheat allot¬ 
ment farms in the county. The county 
committee may reapportion, not later 
than December 1 of the year immediately 
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preceding the year for which the allot¬ 
ments were established in the winter 
wheat area and not later than May 1 
of the year for which the allotments 
were established in the spring wheat 
area, the released acreage or any part 
thereof to other wheat allotment farms 
in the county for which a verbal or writ¬ 
ten application for allotment increase is 
filed in amounts it determines to be fair 
and reasonable on the basis of the past 
acreage of wheat, land, labor, equipment 
available for the production of wheat, 
crop -rotation practices, and soil and 
other physical facilities affecting the 
production of wheat. In no event can 
such reapportionment be made after the 
normal date for seeding wheat in the 
area has passed. The allotment acre¬ 
age released shall, for wheat history acre¬ 
age and future allotment purposes, be 
considered to have remained in the pool 
as though it had not been released there¬ 
from. The acreage reapportionment to 
a farm under this paragraph shall auto¬ 
matically be reduced, where applicable, 
so as not to exceed the acreage by which 
the final wheat acreage on the farm de¬ 
termined pursuant to Part 718 of this 
chapter exceeds the allotment for the 
farm prior to being increased by reappor¬ 
tionment of acreage under this para¬ 
graph. 

§ 728.25 Mailing of farm allotment and 
small farm base notices. 

Notice of the farm acreage allotment 
and small farm base (if applicable) shall 
be mailed on Form MQ-24 by the county 
committee to the operator of the farm 
and, if so determined by the State com¬ 
mittee, to each other producer indicated 
by the records of the county committee 
as having an interest in the wheat crop 
on the farm in the current year. Such 
notice shall bear the actual or facsimile 
signature of a member of the county 
committee. The facsimile signature may 
be affixed by the county committeeman 
or by an employee of the county office. 
Insofar as practicable all notices in the 
county shall be mailed on the same date 
and in time to be received prior to the 
data on which the referendum to. deter¬ 
mine whether farmers favor or oppose 
farm marketing quotas will be held. A 
copy of each such notice approved shall 
be kept freely available in the county 
office for a period of not less than 30 
calendar days. At the end of such pe¬ 
riod, the copies of the notices shall be 
filed. 

§ 728.26 Right of appeal of farm allot¬ 
ment and small farm base to review 
committee. 

(a) In the event marketing quotas 
are applicable to the current year, any 
producer who is dissatified with the farm 
wheat acreage allotment, marketing 
quota, or small farm base established for 
his farm may, within 15 days after mail¬ 
ing of the official notice of the farm 
wheat acreage allotment, marketing 
quota and small farm base, file an appli¬ 
cation to have such allotment or base 
reviewed by a review committee ap¬ 
pointed by the Secretary. The proce¬ 
dures governing the review of farm 
acreage allotments, marketing quotas, 
and small farm bases are contained in 
No. 44-9 
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the marketing quota review regulations 
(Part 711 of this chapter, 25 F.R. 
6505), and any amendments thereto, 
which are available at the office of the 
county committee. 

(b) In the event marketing quotas are 
not applicable in the current year, any 
producer who is dissatisfied with his 
farm wheat acreage allotment or small 
farm base may file an appeal for re¬ 
consideration of such allotment or base 
by the county committee. The appeal 
and the facts constituting the basis 
therefor must be submitted in writing 
and postmarked or delivered to the 
office of the county committee within 15 
days after the date of mailing of the 
notice of allotment or base. If the ap¬ 
plicant is dissatisfied with the decision 
of the county committee with respect 
to his appeal, he may appeal to the 
State committee within 15 days after the 
date of mailing the notice of the decision 
of the county committee. The State 
Committee’s decision shall be final. 

§ 728.27 Data for old wheat farms. 

(a) Reports by producers. If re¬ 
quested by the county office manager, 
the owner, operator, or any other inter¬ 
ested person shall furnish the following 
information, if available, regarding the 
farm in which he has an interest to 
the ASCS county office of the county 
in which the farm is regarded as located 
if the farm is an old wheat farm: 

(1) The names and addresses of the 
owner and operator. 

(2) The total acreage of all land. 

(3) The acreage of cropland. 

(4) The wheat acreage seeded or con¬ 
sidered seeded for the five years imme¬ 
diately preceding the current year. 

(6) Other pertinent information rel¬ 
ative to the operations of the farm. 

(b) Other available information. In¬ 
formation not so furnished shall be de¬ 
termined or appraised by the county 
committees on the basis of records in 
the county office, available production 
and sales records, or other available in¬ 
formation. 

§ 728.28 Applicability or regulations. 

(a) Sections 728.10 to 728.28 shall 
govern the establishment of farm wheat 
acreage allotments, small farm bases, 
and farm normal yields in connection 
with the marketing quota, price support, 
marketing certificate, and land use pro¬ 
grams for the current year. 

(b) The regulations in this subpart 
are contingent upon the proclamation by 
the Secretary of a national marketing 
quota of wheat for the current market¬ 
ing year and of a national acreage allot¬ 
ment of wheat for the current year 
pursuant to section 332 and 333 of the 
Agricultural Adjustment Act of 1938, as 
amended. 

Note: The reporting and record-keeping 
requirements contained herein have been 
approved by, and subsequent reporting and 
record-keeping requirements will be subject 
to the approval of the Bureau of the Budget 
in accordance with the Federal Reports Act 
of 1942. 

Prior to the issuance of the proposed 
regulations, any data, views or recom¬ 
mendations pertaining thereto which are 
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submitted in writing to the Director, 
Farmer Programs Division, Agricultural 
Stabilization and Conservation Service, 
U.S. Department of Agriculture, Wash¬ 
ington 25, D.C., will be given considera¬ 
tion, provided such submissions are post¬ 
marked not later than 30 days from the 
date of publication of this notice in the 
Federal Register. 

Signed at Washington, D.C. on Feb¬ 
ruary 28,1963. 

H. D. Godfrey, 

Administrator, Agricultural Sta¬ 
bilization and Conservation 
Service. 

[F.R. Doc. 63-2311; Filed, Mar. 4, 1963; 
8:51 a.m.] 


FEDERAL AVIATION AGENCY 

E 14CFR Part 71 ENewl 1 

[Airspace Docket No. 62-WE-76] 

FEDERAL AIRWAYS, ASSOCIATED 

CONTROL AREAS, TRANSITION 
AREAS, AND REPORTING POINTS 

Proposed Alteration, Designation, and 
Revocation 

Notice is hereby given that the Federal 
Aviation Agency is considering amend¬ 
ments to Part 71 [New! of the Federal 
Aviation Regulations, the substance of 
which is stated below. 

VOR Federal airway No. 459 is desig¬ 
nated from Fresno, Calif., to Linden, 
Calif. VOR Federal airway No. 230 is 
designated in part from Los Banos, Calif., 
to Fresno. VOR Federal airway No. 23 
is designated in part form Los Angeles, 
Calif., to Fresno, including an east alter¬ 
nate between Bakersfield, Calif., and 
Fresno. VOR Federal airway No. 299 is 
designated from Los Angeles to Bakers¬ 
field, including a west alternate from 
Los Angeles to Gorman, Calif., via Fill¬ 
more, Calif. The Sandberg Intersection 
(INT of Gorman 099° and Lake Hughes, 
Calif., 399° radials) is designated as a low 
altitude reporting point. The Palmdale, 
Calif., transition area is bounded in part 
by Victor 23. 

The Federal Aviation Agency has 
under consideration the following ac¬ 
tions: 

1. Realign and extend Victor 459 and 

its control areas from Friant, Calif., via 
a VOR to be installed approximately 
June 26, 1963, near Porterville, Calif., at 
aproximately latitude 35°54'48" N., 

longitude 119°01T0" W.; Lake Hughes; 
to Long Beach, Calif. 

2. Extend Victor 230 and its control 
areas from Fresno to Friant. 

3. Redesignate Victor 23 and its con¬ 
trol areas, in part, from Los Angeles via 
Gorman, Bakersfield, including an east 
alternate from Los Angeles to Bakers¬ 
field via the intersection of Los Angeles 
355° and Lake Hughes 154° radials, Lake 
Hughes and the intersection of Lake 
Hughes 344° and Bakersfield 137° True 
radials; Fresno, including an east alter¬ 
nate from Bakersfield to Fresno via 
Porterville and the intersection of 
Porterville 339° and Fresno 140° True 
radials. 
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4. Redesignate VOR Federal airway 
No. 299 and its control areas from Los 
Angeles via the intersection of Los 
Angeles 291° and Fillmore 163° True 
radials; Fillmore; to Gorman. 

5. Revoke the Sandberg Intersection 
as a low altitude reporting point. 

6. Designate Lake Hughes, Porterville, 
and Friant as low altitude reporting 
points. 

7. Alter the Palmdale transition area 
by substituting Victor 459 and latitude 
35°36'15" N., longitude 118°48'45" W., 
for Victor 23, 23 east alternate and lati¬ 
tude 35°36'00" N., longitude 119°01'30" 
W., in the description. 

The proposed alteration of Victors 23 
and 459 would provide a dual airway 
structure between the Los Angeles/Long 
Beach area and Sacramento, Calif. The 
proposed east alternates to Victor 23, 
and the extension of Victor 230 would 
provide interconnecting airways between 
Victor 23 and Victor 459. The proposed 
alteration of Victor 299 would merely 
renumber this airway via the alignment 
of its west alternate (see Airspace 
Docket Nos. 62-WE-118 and 61-LA-39, 
28 F.R. 721). The Sandberg Intersec¬ 
tion could be revoked since it would no 
longer be required for air traffic service. 
Designation of Lake Hughes, Porterville, 
and Friant as low altitude reporting 
points would facilitate air traffic service 
by providing air traffic control with posi¬ 
tion reports on aircraft utilizing these 
facilities for IFR navigation. Altera¬ 
tion of the Palmdale transition area is 
desirable to keep the airway structure 
outside the transition area. The Bur¬ 
bank, Calif., control area extension is 
bounded in part by Victor 23 and the 
boundary would automatically be re¬ 
located with realignment of Victor 23. 
Accordingly, no action regarding the 
Burbank control area extension would be 
necessary. 

The control areas associated with 
these airway segments would extend up¬ 
ward from 700 feet above the surface to 
the base of the continental control area. 
Separate actions will be initiated to im¬ 
plement on an area basis Amendment 
60-21 to Part 60 of the Civil Air Regula¬ 
tions. 

Interested persons may submit such 
written data, views or arguments as they 
may desire. Communications should be 
submitted in triplicate to the Assistant 
Administrator, Western Region, Attn: 
Chief, Air Traffic Division, Federal Avia¬ 
tion Agency, 5651 West Manchester 
Avenue, P.O. Box 90007, Airport Station, 
Los Angeles 9, Calif. All communica¬ 
tions received within thirty days after 
publication of this notice in the Federal 
Register will be considered before action 
is taken on the proposed amendment. 
No public hearing is contemplated at this 
time, but arrangements for informal con¬ 
ferences with Federal Aviation Agency 
officials may be made by contacting the 
Regional Air Traffic Division Chief, or 
the Chief, Airspace Utilization Division, 
Federal Aviation Agency, Washington 25, 
D.C. Any data, views or arguments pre¬ 
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sented during such conferences must also 
be submitted in writing in accordance 
with this notice in order to become part 
of the record for consideration. The 
proposal contained in this notice may be 
changed in the light of comments 
received. 

The official Docket will be available 
for examination by interested persons 
at the Docket Section, Federal Aviation 
Agency, Room A-103, 1711 New York 
Avenue NW., Washington 25, D.C. An 
informal Docket will also be available for 
examination at the office of the Regional 
Air Traffic Division Chief. 

This amendment is proposed under 
section 307(a) of the Federal Aviation 
Act of 1958 (72 Stat. 749; 49 U.S.C. 
1348). 

Issued in Washington, D.C., on Feb¬ 
ruary 27,1963. 

W. Thomas Deason, 
Assistant Chief , 
Airspace Utilization Division. 

[FJEt. Doc. 63-2274; Piled, Mar. 4, 1963; 

8:46 a.m.] 


[ 14 CFR Part 514 1 

[Reg. Docket 1622; Draft Release 63-10] 

CREW OXYGEN MASKS 

Proposed Technical Standard Orders 
for Aircraft Materials, Parts and 
Appliances 

Pursuant to the authority delegated to 
me by the Administrator (14 CFR Part 
405), notice is hereby given that the 
Federal Aviation Agency has under con¬ 
sideration a proposal to amend Part 514 
of the regulations of the Administrator 
by adopting a new Technical Stand¬ 
ard Order. This Technical Standard 
Order establishes minimum performance 
standards for aircraft crew demand and 
pressure breathing oxygen masks for use 
on civil aircraft of the United States 
engaged in air carrier operations. The 
design and testing requirements of the 
FA A Standard will provide an adequate 
and uniform basis for the approval of 
crew oxygen masks as an important 
component of an oxygen system. In 
order to provide for the use of such TSO 
approved crew oxygen masks by the air 
carrier, specific amendments to Parts 
40, 41, and 42 will be necessary. It is 
anticipated that such amendments will 
be made concurrently with or prior to the 
adoption of the final TSO. 

Interested persons may participate in 
the making of the proposed rule by sub¬ 
mitting such written data, views or argu¬ 
ments as they may desire. Communica¬ 
tions should be submitted in duplicate to 
the Docket Section of the Federal Avia¬ 
tion Agency, Room A-103,1711 New York 
Avenue NW., Washington 25, D.C. All 
communications received on or before 
May 6,1963, will be considered by the Ad¬ 
ministrator before taking action on the 
proposed rule. The proposals contained 
in this notice may be changed in light 


of comments received. All comments 
submitted will be available in the Docket 
Section for examination by interested 
persons at any time. 

This amendment is proposed under the 
authority of sections 313(a) and 601 of 
the Federal Aviation Act of 1958 (72 Stat. 
752, 775; 49 U.S.C. 1354(a), 1421). 

In consideration of the foregoing it is 
proposed to amend Part 514 as follows: 

By adding the following § 514.84: 

§ 514.84 Oxygen masks, demand and 
pressure breathing, crew (for air 
carrier aircraft)—TSO—C78. 

(a) Applicability. Minimum perform¬ 
ances standards are hereby established 
for crew demand and pressure breathing 
oxygen masks which are required to be 
approved for use on civil aircraft of the 
United States engaged in air carrier op¬ 
erations. New models of such crew oxy¬ 
gen masks manufactured on or after the 
effective date of this section shall meet 
the standards set forth in Federal Avia¬ 
tion Agency Standard, “Oxygen Masks, 
Demand and Pressure Breathing, Crew/’ 1 
dated October 1, 1962. 

(b) Marking. The mask shall be per¬ 
manently marked in accordance with the 
marking provisions of § 514.3(d) except 
for the following: 

(1) The serial number and the weight 
of the mask need not be included. 

(2) The class and type of the mask 
shall be included. 

(3) The approved maximum altitude 
of the mask shall be included. 

(c) Data requirements. Seven copies 
each, except where noted, of the follow¬ 
ing, shall be furnished the Chief, En¬ 
gineering and Manufacturing Branch, 
Flight Standards Division, Federal Avia¬ 
tion Agency, in the region in which the 
manufacturer is located. 

(1) Manufacturer’s operating instruc¬ 
tions and equipment limitations. 

(2) Installation procedures with ap¬ 
plicable drawings and specifications, 
limitations, restrictions, and other condi¬ 
tions pertinent to installation. Limita¬ 
tions shall specify the regulators which 
are capable of providing an oxygen par¬ 
tial pressure or percentage of oxygen re¬ 
quired by the applicable Civil Air Regu¬ 
lations and shall include the oxygen 
system gas flow rate and pressure to the 
regulator (s) which were used in estab¬ 
lishing the mask performance. 

(3) One copy of the manufacturer’s 
test report. 

(4) Manufacturer’s cleaning and ster¬ 
ilizing procedures and maintenance in¬ 
structions. 

Issued in Washington, D.C., on Feb¬ 
ruary 26, 1963. 

George C. Prill, 

Director, Flight Standards Service. 

[F.R. Doc. 63-2273; Filed, Mar. 4, 1963; 

8:46 a.m.] 


1 Copies may be obtained upon request ad¬ 
dressed Publishing and Graphics Branch, In¬ 
quiry Section, MS-158, Federal Aviation 
Agency, Washington 25, D.C. 
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DEPARTMENT OF THE INTERIOR 

Bureau of Land Management 
MONTANA 

Notice of Termination of Proposed 
Withdrawal and Reservation of 
Lands 

February 25, 1963. 

Notice of an application Serial No. 
Montana 025754, for withdrawal and 
reservation of lands was published as 
Federal Register Document No. 58-930 
on page 808 of the issue for February 6, 
1958. The Bureau of Sport Fisheries and 
Wildlife, Fish and Wildlife Service, has 
canceled its application involving the 
lands described below. Therefore, pur¬ 
suant to the regulations contained in 43 
CFR, Part 295, such lands will be at 
10:00 o’clock a.m., on March 11,1963, re¬ 
lieved of the segregative effect of the 
above mentioned application. 

The lands involved in this notice of 
termination are: 

Principal Meridian, Montana 
T. 15 N., R. 11 W., 

Sec. 6, Lots 1 through 7, S&NEV4. SE % 
Nwy 4 , Ey 2 swy 4 , se*4; 

Sec. 10.NE14SW&. 

T. 15N..R. 12 W., 

Sec. 2, Lot 1, SE^NE^, NE^SEi4; 

Sec. 12, N1/2NE14, SE^NE^, NEy 4 NWy 2 . 

The areas described aggregate 969.92 

acres. 

R. Paul Rigtrup, 
Manager, Land Office. 

[F.R. Doc. 63-2278; Filed, Mar. 4, 1963; 
8:47 a.m.] 


DEPARTMENT OF AGRICULTURE 

Agricultural Marketing Service 

MARKSVILLE LIVE STOCK AUCTION 
AND BOOT HILL AUCTION 

Deposting of Stockyards 

It has been ascertained, and notice is 
hereby given, that the livestock markets 
named herein, originally posted on the 
respective dates specified below as being 
subject to the Packers and Stockyards 
Act, 1921, as amended (7 U.S.C. 181 et 
seq.), no longer come within the defini¬ 
tion of a stockyard under said Act and 
are, therefore, no longer subject to the 
Provisions of the Act. 

Mi?ne and Location of Stockyard, and Date 
of Posting 

Marksville Live Stock Auction, Marksville, 
La.; October 20, 1961. 

Boot Hill Auction, Eldon, Mo.; November 21, 

1960. 

Notice or other public procedure has 
not preceded promulgation of the fore- 
gomg rule since it is found that the giv- 
sucl1 notice would prevent the due 
ana timely administration of the Packers 


and Stockyards Act and would, there¬ 
fore, be impracticable and contrary to 
the public interest. There is no legal 
warrant or justification for not deposting 
promptly a stockyard which is no longer 
within the definition of that term con¬ 
tained in the Act. 

The foregoing is in the nature of a 
rule granting an exemption or relieving 
a restriction and, therefore, may be 
made effective in less than 30 days after 
publication in the Federal Register. 
This notice shall become effective upon 
publication in the Federal Register. 

(42 Stat. 159, as amended and supplemented; 
7 US.C. 181 et seq.) 

Done at Washington, D.C., this 28th 
day of February 1963. 

H. L. Jones, 

Chief, Rates and Registrations 
Branch, Packers and Stock- 
yards Division, Agricultural 
Marketing Service. 

[F.R. Doc. 63-2310; Filed, Mar. 4, 1963; 
8:51 a.m.] 

DEPARTMENT OF HEALTH, EDU¬ 
CATION, AND WELFARE 

Food and Drug Administration 
BUCKMAN LABORATORIES, SNC. 

Notice of Filing of Petition Regarding 
Food Additive; Barium Metaborate 

Pursuant to the provisions of the Fed¬ 
eral Food, Drug, and Cosmetic Act (sec. 
409(b)(5), 72 Stat. 1786; 21 U.S.C. 
348(b)(5)), notice is given that a peti¬ 
tion (FAP 590) has been filed by Buck- 
man Laboratories, Inc., 1256 North 
McLean, Memphis 8, Tennessee, propos¬ 
ing the issuance of a regulation to pro¬ 
vide for the safe use of barium metabo¬ 
rate as a preservative for coatings and 
sizings for paper and paperboard in¬ 
tended for use in contact with dry food. 

Dated: February 26,1963. 

J. K. Kirk, 
Assistant Commissioner 
of Food and Drugs. 

[F.R. Doc. 63-2299; Filed, Mar. 4, 1963; 
8:49 a.m.] 


DEPARTMENT OF COMMERCE 

Maritime Administration 

AMERICAN PRESIDENT LINES, LTD., 
ET AL. 

Notice of Applications 

Notice is hereby given that American 
President Lines, Ltd., American Mail 
Line Ltd., Pacific Far East Line, Inc., and 
The Oceanic Steamship Company, on its 
own behalf and on behalf of its parent 
and managing agent, Matson Navigation 


Company have filed applications for the 
modification of a waiver granted on 
October 17, 1962, under the provisions 
of section 804 of the Merchant Marine 
Act, 1936, as amended, in order to allow 
these operators to also participate in the 
issuance of tickets and/or exchange 
orders for passenger transportation on 
foreign-flag carriers operated by com¬ 
panies not members of the Trans-Pacific 
Passenger Conference. 

Any person, firm or corporation hav¬ 
ing an interest in such application who 
desires to offer views and comments 
thereon for consideration by the Deputy 
Maritime Administrator should submit 
same in writing, in triplicate, to the 
Secretary, Maritime Administration, 
Washington, D.C., by close of business 
March 11, 1963. The Deputy Maritime 
Administrator will consider these views 
and comments and take such action with 
respect thereto as may be deemed 
appropriate. 

Dated: February 28, 1963. 

By order of the Deputy Maritime 
Administrator. 

James S. Dawson, Jr., 

Secretary. 

[F.R. Doc. 63-2302; Filed, Mar. 4, 1963; 

8:50 a.m.] 


ATOMIC ENERGY COMMISSION 

[Docket No. 50-133] 

PACIFIC GAS AND ELECTRIC CO. 

Notice of Issuance of Facility License 
Amendment 

Please take notice that the Atomic 
Energy Commission has issued, effective 
as of the date of issuance, Amendment 
No. 2, set forth below, to Facility Li¬ 
cense No. DPR^-7. The license authorizes 
Pacific Gas and Electric Company to 
operate its nuclear reactor located in 
Humboldt County, California. The 
amendment authorizes the licensee to 
possess and use an additional antimony- 
beryllium neutron source in its nuclear 
reactor, in accordance with the applica¬ 
tion for license amendment dated De¬ 
cember 24, 1962. 

The Commission has found that: 

(1) Operation of the reactor in ac¬ 
cordance with the license, as amended, 
will not present undue hazard to the 
health and safety of the public and will 
not be inimical to the common defense 
and security; 

(2) The application for amendment 
complies with requirements of the 
Atomic Energy Act of 1954, as amended, 
and the Commission’s regulation set 
forth in Title 10, Chapter I, CFR; 

(3) Referral of the application to the 
Advisory Committee on Reactor Safe¬ 
guards and prior public notice of pro¬ 
posed issuance of this amendment is not 
necessary since no significant hazard 
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consideration is presented by this 
amendment. 

Within fifteen (15) days from the date 
of publication of this notice in the Fed¬ 
eral Register, the applicant may file a 
request for a hearing, and any person 
whose interest may be affected by this 
proceeding may file a petition for leave 
to intervene. Requests for a hearing and 
petitions to intervene shall be filed in 
accordance with the provisions of the 
Commission’s Regulation (10 CFR Part 
2). If a request for a hearing or a peti¬ 
tion for leave to intervene is filed within 
the time prescribed in this notice, the 
Commission will issue a notice of hearing 
or an appropriate order. 

For further details with respect to this 
amendment, see a related hazards an¬ 
alysis prepared by the Research and 
Power Reactor Safety Branch of the Di¬ 
vision of Licensing and Regulation, 
which is available for public inspection 
in the Commission’s Public Document 
Room, 1717 H Street NW., Washington, 
D.C. A copy of the hazards analysis may 
be obtained at the Commission’s Public 
Document Room, or upon request ad¬ 
dressed to the Atomic Energy Commis¬ 
sion, Washington, D.C., Attention: Di¬ 
rector, Division of Licensing and Regu¬ 
lation. 

Dated at Germantown, Md., this 20th 
day of February 1963. 

For the Atomic Energy Commission. 

R. Lowenstein, 
Director, Division of 
Licensing and Regulation. 

[License No. DPR-7; Arndt. 2] 

1. Section 2e of License No. DPR-7 as is¬ 
sued August 28, 1962, is hereby amended in 
its entirety to read as follows: 

2e. To receive, possess, and use a maximum 
of 12,000 curies of antimony-124 in two 
antimony-beryllium neutron sources pur¬ 
suant'to the Act and 10 CFR Part 30. 

2. This amendment is effective as of the 
date of issuance. 

Date of issuance: February 20, 1963. 

For the Atomic Energy Commission. 

R. Lowenstein, 
Director, Division of 
Licensing and Regulation . 

[F.R. Doc. 63-2266; Filed, Mar. 4, 1963; 
8:45 a.m.] 


[Docket No. 50-133] 

PACIFIC GAS AND ELECTRIC CO. 

Notice of Issuance of Facility License 
Amendment 

Please take notice that the Atomic 
Energy Commission has issued, effective 
as of the date of issuance, Amendment 
No. 3, set forth below, to Facility License 
No. DPR-7. The license authorizes Pa¬ 
cific Gas and Electric Company to oper¬ 
ate its nuclear reactor located in Hum¬ 
boldt County, California. The amend¬ 
ment adds a paragraph g to section 2 of 
the license to authorize the receipt, pos¬ 
session and use of a maximum of 10 
curies of hydrogen-3 (tritium) in pulsed 
neutron sources to be used in a series of 
tests with the reactor, in accordance with 


NOTICES 

the application for license amendment 
dated February 7, 1963. 

The Commission has found that: 

(1) Operation of the reactor in ac¬ 
cordance with the license, as amended, 
will not present undue hazard to the 
health and safety of the public and will 
not be inimical to the common defense 
and security; 

(2) The application for amendment 
complies with requirements of the 
Atomic Energy Act of 1954, as amended, 
and the Commission’s regulations set 
forth in Title 10, Chapter I, CFR; 

(3) Referral of the application to the 
Advisory Committee on Reactor Safe¬ 
guards and prior public notice of pro¬ 
posed issuance of this amendment is not 
necessary since no significant hazard 
consideration is presented by this 
amendment. 

Within fifteen (15) days from the date 
of publication of this notice in the Fed¬ 
eral Register, the applicant may file a 
request for a hearing, and any person 
whose interest may be affected by this 
proceeding may file a petition for leave 
to intervene. Requests for a hearing and 
petitions to intervene shall be filed in 
accordance with the provisions of the 
Commission’s regulation (10 CFR Part 
2). If a request for a hearing or a peti¬ 
tion for leave to intervene is filed within 
the time prescribed in this notice, the 
Commission will issue a notice of hearing 
or an appropriate order. 

- For further details with respect to this 
amendment, see a related hazards analy¬ 
sis prepared by the Research and Power 
Reactor Safety Branch of the Division 
of Licensing and Regulation, which is 
available for public inspection in the 
Commission’s Public Document Room, 
1717 H Street NW., Washington, D.C. A 
copy of the hazards analysis may be ob¬ 
tained at the Commission’s Public Docu¬ 
ment Room, or upon request addressed to 
the Atomic Energy Commission, Wash¬ 
ington, D.C., Attention: Director, Divi¬ 
sion of Licensing and Regulation. 

Dated at Germantown, Md., this 20th 
day of February 1963. 

For the Atomic Energy Commission. 

R. Lowenstein, 
Director, Division of 
Licensing and Regulation. 

[License No. DPR-7; Arndt. 3] 

1. Section 2 of Provisional Operating 
License No. DPR-7 issued to Pacific Gas and 
Electric Company for its reactor located In 
Humboldt County, California, is hereby 
amended by the addition of a paragraph g 
as follows: 

g. To receive, possess, and use a maximum 
of 10 curies of hydrogen-3 (tritium) in 
pulsed neutron sources pursuant to the Act 
and 10 CFR Part 30. 

2. This amendment is effective as of the 
date of issuance. 

Date of issuance: February 20,1963. 

For the Atomic Energy Commission. 

R. Lowenstein, 
Director, Division of 
Licensing and Regulation. 

[F.R. Doc. 63-2267; Filed, Mar. 4, 1963; 
8:45 ajn.] 


[Docket No. 50-87] 

WESTINGHOUSE ELECTRIC CORP. 

Notice of Issuance of Facility License 
Amendment 

Please take notice that the Atomic 
Energy Commission has issued, effective 
as of the date of issuance. Amendment 
No. 5, set forth below, to Facility License 
No. CX-11. The license authorizes 
Westinghouse Electric Corporation to 
operate Its CES facility located at the 
Westinghouse Reactor Evaluation Cen¬ 
ter near Waltz Mill, Pennsylvania. The 
amendment authorizes the licensee to 
perform a series of irradiation experi¬ 
ments in the facility in accordance with 
its application for license amendment, 
dated February 1, 1963. The amend¬ 
ment also adds certain conditions to the 
license under which the facility may be 
operated. 

The Commission has found that : 

1. Operation of the facility in accord¬ 
ance with the license as amended will 
not present undue hazard to the health 
and safety of the public and will not be 
inimical to the common defense and 
security; 

2. The application for amendment 
complies with requirements of the 
Atomic Energy Act of 1954, as amended, 
and the Commission’s regulations set 
forth in Title 10, Chapter I, CFR; 

3. Prior public notice of proposed is¬ 
suance of this amendment is not neces¬ 
sary in the public interest since conduct 
of the proposed activities in accordance 
with the license, as amended, does not 
present any hazards to the health and 
safety of the public significantly different 
from those considered and evaluated in 
connection with the previously approved 
operation. 

Within fifteen (15) days from the date 
of publication of this notice in the Fed¬ 
eral Register, the applicant may file a 
request for a hearing, and any person 
whose interest may be affected by this 
proceeding may file a petition for leave to 
intervene. Requests for a hearing and 
petitions to intervent shall be filed in 
accordance with the provisions of the 
Commission’s regulation (10 CFR Part 
2). If a request for a hearing or a 
petition for leave to intervene is filed 
within the time prescribed in this notice, 
the Commission will issue a notice of 
hearing or an appropriate order. 

For further details with respect to this 
amendment, see (1) a related hazards 
analysis prepared by the Research and 
Power Reactor Safety Branch of the Di¬ 
vision of Licensing and Regulation, and 
(2) a copy of the application for license 
amendment dated February 1,1963, both 
of which are available for public inspec¬ 
tion in the Commission’s Public Docu¬ 
ment Room, 1717 H Street NW., 
Washington, D.C. A copy of the hazards 
analysis may be obtained at the Com¬ 
mission’s Public Document Room, or 
upon request addressed to the Atomic 
Energy Commission, Washington, D.C., 
Attention: Director, Division of Licens¬ 
ing and Regulation. 
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Dated at Germantown, Md., this 21st 
day of February 1963. 

For the Atomic Energy Commission. 

Robert H. Bryan, 
Chief, Research and Power Re¬ 
actor Safety Branch, Division 
of Licensing and Regulation . 
[License No. CX-11, Arndt. No. 5] 

1. The introduction to paragraph (4) and 
subsection A of paragraph (4) of License 
No. CX-11 are hereby amended as follows: 

(4) This license shall be deemed to con¬ 
tain and be subject to the conditions speci¬ 
fied in § 50.54 of Part 50; is subject to all 
applicable provisions of the Act and rules, 
regulations, and orders of the Commission 
now or hereafter in effect, and is subject 
to the additional conditions specified or in¬ 
corporated below: 

A. Operating restrictions. (1) Westing- 
house shall not operate the reactor at a 
power level in excess of 100 watts (thermal). 

(2) Westinghouse shall not perform a 
critical experiment in the facility other than 
the experiments described in the application 
until a description of the experiment and a 
hazards summary report shall have been 
submitted to the Commission and the Com¬ 
mission shall have specifically authorized 
the experimental activity. 

(3) Procedures for operations which do 
or might affect reactivity shall be in accord¬ 
ance with detailed written instructions. 

(4) A start-up channel and at least one 
channel which is capable of scramming the 
reactor shall be on scale and performing 
properly prior to withdrawal of control rods. 
At least two additional channels which are 
connected to the scram system shall be on 
scale and performing properly before cri¬ 
ticality is attained. 

(5) The CES shall be shut down by a re¬ 
activity value of at least 0.04 during any 
time that personnel are present in the as¬ 
sembly room. 

(6) No core loading shall be utilized which 
will not be subcritical by a reactivity value 
of at least 0.01 with the maximum worth 
rod in its fully withdrawn position. 

(7) The licensee shall comply with the 
procedures and precautions described in its 
report to the Commission, dated January 31, 
1961, and the additional condition that core 
loading changes and all other operations 
which could involve changes in core reactivity 
when the reactor is shut down shall be con¬ 
ducted only under the direct and personal 
supervision of a technically qualified and 
designated supervisor. 

(8) In conducting the experiments de¬ 
scribed in the application amendment, dated 
September 1, 1959: 

(a) The total available absolute reactivity 
in experiments in the core and the reflector 
regions shall not exceed 1 % delta k/k. 

(b) The total available absolute reactivity 
in experiments in the reflector region shall 
not exceed 0.5% delta k/k. 

(9) The licensee is authorized to conduct 
the series of irradiation experiments de¬ 
scribed in its application for license amend- 
nient, dated February 1, 1963, subject to the 
following additional conditions: 

(a) The nuclear characteristics of the core 
loading to be used during the irradiation ex¬ 
periments shall be experimentally deter¬ 
mined prior to the performance of the 
irradiation experiments. 

(b) The active core lattice to be used shall 
n< ~ enclose more than one lattice position 
which does not contain either a fuel as¬ 
sembly or a control rod assembly. 

(c) When k-effective of the core is greater 
han 0.90, reactivity shall not be increased 
unless the moderator is at full height. 

(d) Only one x 48" or one 2i/ 2 " x 48" 
cylindrical sample, as described in Table 
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F-3.1, of the application, may be present in 
the core at any one time. 

2. This amendment is effective as of the 
date of issuance. 

Date of issuance: February 20,1963. 

For the Atomic Energy Commission. 

Robert H. Bryan, 

Chief, Research and Power Reactor 
Safety Branch, Division of Licens¬ 
ing and Regulation. 

[F.R. Doc. 63-2268; Filed, Mar. 4, 1963; 
8:45 am.] 


[Docket No. 50-163] 

GENERAL DYNAMICS CORP. 

Notice of Issuance of Facility License 
Amendment 

Please take notice that the Atomic 
Energy Commission has issued, effective 
as of the date of issuance, Amendment 
No. 6, set forth below, to Facility License 
No. R-67, as amended. The license au¬ 
thorizes General Dynamics Corporation 
to operate its TRIGA Mark F nuclear 
reactor located at Torrey Pines Mesa, 
California. The amendment authorizes 
General Dynamics Corporation (1) to 
make certain modifications to the re¬ 
actor system and to make certain 
changes in the existing license limita¬ 
tions, (2) to continue to perform ther¬ 
moelectric experiments under revised 
license limitations, and (3) to operate 
the reactor at power levels up to and 
including 1.5 MWT for continuous pe¬ 
riods of time not to exceed 100 hours, as 
described in the licensee’s application 
for license amendment dated November 
16, 1962 and supplemental letter dated 
January 21,1963. 

The Commission has found that: 

(1) Operation of the reactor in accord¬ 
ance with the license as amended will 
not present undue hazard to the health 
and safety of the public and will not be 
inimical to the common defense and 
security; 

(2) The application for amendment 
complies with the requirements of the 
Atomic Energy Act of 1954, as amended, 
and the Commission’s regu latio ns set 
forth in Title 10, Chapter I, CFR; 

(3) Prior public notice of proposed is¬ 
suance of this amendment is not neces¬ 
sary in the public interest since operation 
of the reactor in accordance with the 
license, as amended, will not present any 
substantial change in the hazards to 
the health and safety of the public from 
those considered and evaluated in con¬ 
nection with the previously approved 
operation. 

Within fifteen (15) days from the date 
of publication of this notice in the Fed¬ 
eral Register, the applicant may file a 
request for a hearing, and any person 
whose interest may be affected by this 
proceeding may file a petition for leave 
to intervene. Requests for a hearing 
and petitions to intervene shall be filed 
in accordance with the provisions of the 
Commission’s regulation (10 CFR Part 
2). If a request for a hearing or a peti¬ 
tion for leave to intervene is filed within 
the time prescribed in this notice, the 
Commission will issue a notice of hearing 
or an appropriate order. 
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For further details with respect to this 
amendment, see (1) a related hazards 
analysis prepared by the Test and Power 
Reactor Safety Branch of the Division 
of Licensing and Regulation and (2) 
the licensee’s application for license 
amendment dated November 16, 1962, 
and supplemental letter dated January 
21, 1963, all of which are available for 
public inspection at the Commission’s 
Public Document Room, 1717 H Street 
NW., Washington, D.C. A copy of item 
(1) above may be obtained at the Com¬ 
mission’s Public Document Room, or 
upon request, addressed to the Atomic 
Energy Commission, Washington, D.C., 
Attention: Director, Division of Licens¬ 
ing and Regulation. 

Dated at Germantown, Md., this 25th 
day of February 1963. 

For the Atomic Energy Commission. 

* Saul Levine, 

Chief, Test and Power Reactor 
Safety Branch , Division of Li¬ 
censing and Regulation . 

[License No. R-67; Arndt. 6] 

License No. R-67, as amended, issued to 
General Dynamics Corporation, is hereby 
amended in the following respects: 

In addition to the activities previously au¬ 
thorized by the Commission in License No. 
R-67, as amended. General Dynamics Cor¬ 
poration is authorized (1) to make certain 
modifications to the reactor system and to 
make certain changes in the existing license 
limitations, (2) to continue to perform 
thermoelectric experiments under revised 
license limitations, and (3) to operate the 
reactor at power levels up to and including 
1.5 MWT for continuous periods of time not 
to exceed 100 hours, in the Corporation’s 
TRIGA Mark F reactor located at Torrey 
Pines Mesa, California, as described in its 
application for license amendment dated 
November 16, 1962, and supplemental letter 
dated January 21, 1963. 

This amendment is effective as of the date 
of issuance. 

Date of issuance: February 25, 1963. 

For the Atomic Energy Commission. 

' Saul Levine, 

Chief, Test and Power Reactor Safe¬ 
ty Branch Division of Licensing 
and Regulation. 

[F.R. Doc. 63-2269; Filed, Mar. 4, 1963; 

8:45 a.m.] 
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[Docket 14331] 

B. C. AIR LINES LTD. 

Notice of Hearing 

In the matter of the application of 
B. C. Air Lines Limited for a foreign 
air carrier permit, issued pursuant to 
section 402 of the Federal Aviation Act 
of 1958, as amended, to perform opera¬ 
tions of a casual, occasional or infre¬ 
quent nature, in common carriage, into 
the United States. 

Notice is hereby given, pursuant to the 
provisions of the Federal Aviation Act 
of 1958, as amended, that hearing on the 
above-entitled application is assigned to 
be held on March 13, 1963, at 10 a.m., 
e.s.t., in room 701, Universal Building, 
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Connecticut and Florida Avenues NW., 
Washington, D.C., before Examiner 
Joseph L. Fitzmaurice. 

Dated at Washington, D.C., February 
27, 1963. 

[seal] Francis W. Brown, 

Chief Examiner. 

[F.R. Doc. 63-2303; Filed, Mar. 4, 1963; 

8:50 a.m.] 


[Docket 14334] 

B. C. AIR LINES LTD. 

Notice of Hearing 

In the matter of the application of 
B. C. Air Lines Limited for a foreign air 
carrier permit, issued pursuant to sec¬ 
tion 402 of the Federal Aviation Act of 
1958, as amended, to perform operations 
of a casual, occasional or infrequent na¬ 
ture, in common carriage, into the United 
States. 

Notice is hereby given, pursuant to the 
provisions of the Federal Aviation Act of 
1958, as amended, that hearing on the 
above-entitled application is assigned to 
be held on March 13, 1963, at 11 a.m., 
e.s.t. in room 701, Universal Building, 
Connecticut and Florida Avenues NW., 
Washington, D.C., before Examiner 
Joseph L. Fitzmaurice. 

Dated at Washington, D.C., Febru¬ 
ary 27,1963. 

[seal] Francis W. Brown, 

Chief Examiner. 

[F.R. Doc. 63-2304; Filed, Mar. 4, 1963; 

8:50 a.m.] 


[Docket 14117; Order No. E-19329] 

CARIBBEAN-ATLANTIC AIRLINES, INC. 

Order Fixing Final Mail Rate 

Adopted by the Civil Aeronautics 
Board at its office in Washington, D.C. 
on the 28th day of February, 1963. 

In the matter of petition of Caribbean- 
Atlantic Airlines, Inc., to establish a rate 
for the transportation of nonpriority 
mail between Puerto Rico and the Virgin 
Islands. 

The Board, on January 22,1963, served 
Order E-19218 upon Caribbean-Atlantic 
Airlines, Inc., Riddle Airlines, Inc., and 
the Postmaster General directing each of 
such persons to show cause, if there be 
any, why the Board should not fix, de¬ 
termine, and publish the rate proposed 
therein for the mail transportation serv¬ 
ice described. 

On January 30, 1963, the Postmaster 
General filed notice of objection and an¬ 
swer to correct the Order to Show Cause 
to specify in ordering paragraph 3 that 
the rate be made applicable to trans¬ 
portation between St. Thomas, Virgin Is¬ 
lands, and St. Croix, Virgin Islands as 
follows: “between San Juan, Puerto 
Rico, and St. Thomas, Virgin Islands, be¬ 
tween San Juan, Puerto Rico, and St. 
Croix, Virgin Islands, and between St. 
Thomas and St. Croix, Virgin Is¬ 
lands * * *.” 

The answer of the Postmaster General 
sets forth the distribution of his fore¬ 
cast of 3,250,000 pounds of nonpriority 
mail annually, including nonpriority mail 


to be transported between St. Thomas 
and St. Croix. The forecast of the Post¬ 
master General results in 124,773 annual 
ton-miles of nonpriority mail, which at 
the proposed annual compensation of 
$87,750 produces a yield of 70.33 cents per 
revenue ton-mile. 

The Postmaster General states that he 
“will have no objection to the finaliza¬ 
tion of the annual rate and terms and 
conditions of service proposed in the sub¬ 
ject Order to Show Cause provided the 
description of the points to be served is 
corrected . . .” in the manner indicated 
hereinabove. 

On February 18, 1963, Caribair filed 
a letter stating that the revised esti¬ 
mates by the Postmaster General pro¬ 
vided a reasonable basis for estimating 
the mail volume and cost to Caribair, 
that the costs entailed in handling the 
estimated volume, as revised, will be 
substantially as estimated by Caribair 
in its petition, and that it will have 
sufficient capacity to handle the esti¬ 
mated volumes, including the mail be¬ 
tween St. Thomas and St. Croix. 
Accordingly, Caribair joined the Post 
Office Department in requesting the 
modification of the Order to Show Cause 
to include the changes requested by the 
Postmaster General. 

The revised yield of 70.33 cents per 
revenue ton-mile is greater than half 
the yield from priority mail, a relation¬ 
ship that we found in our Order to Show 
Cause to be comparable to other non¬ 
priority rates we have approved. Ac¬ 
cordingly, we find that the annual rate 
of compensation of $87,750 at the esti¬ 
mated revised yield of 70.33 cents per 
revenue ton-mile is fair and reasonable 
for the proposed services as revised. 
Neither the Postmaster General nor 
Caribair objects to an annual rate of 
compensation of $87,750 for the pro¬ 
posed services as revised. Caribair 
accedes to the modification of the 
Order to Show Cause to include the 
changes requested by the Postmaster 
General. The changes requested by the 
Postmaster General are in the public 
interest. 

The time designated for filing notice 
of objection has elapsed, and no notice 
of objection or answer to the Order has 
been filed other than the request of the 
Postmaster General, acceded to by 
Caribair, to include provision for non¬ 
priority mail service between St. Thomas, 
Virgin Islands, and St. Croix, Virgin 
Islands. All parties have therefore 
waived the right to a hearing, and except 
as to the modifications stated above, all 
other procedural steps short of a final 
decision of the Board fixing the rates. 

The Board, upon consideration of the 
record, hereby reaffirms and makes final 
all the findings and conclusions set forth 
in the said Order, as modified herein¬ 
above. 

Accordingly, pursuant to the Federal 
Aviation Act of 1958, and particularly 
sections 204(a) and 406 thereof, 

It is ordered, That: 

1. The fair and reasonable rate of 
compensation to be paid Caribbean- 
Atlantic Airlines, Inc., for the trans¬ 
portation of nonpriority mail by air¬ 
craft, the facilities used and useful 
therefor, and the services connected 


therewith between San Juan, Puerto 
Rico, and St. Thomas, Virgin Islands, 
San Juan, Puerto Rico, and St. Croix! 
Virgin Islands, and St. Thomas, Virgin 
Islands, and St. Croix, Virgin Islands, is 
$87,750 per annum, payable in 13 equal 
installments. 1 

2. This order shall become effective 
on and after the inauguration of non¬ 
priority mail services but no sooner than 
on the tenth day after the date of serv¬ 
ice of this order. If prior to the tenth 
day after the date of service exceptions 
and supporting reasons shall have been 
filed with the Board by any person, the 
effective date of this order shall be 
stayed pending disposition of the excep¬ 
tions. 

3. The aforesaid rate of compensation 
shall be a service mail rate payable in 
its entirety by the Postmaster General. 

4. The “nonpriority mail” for which 
the aforesaid rate is established is de¬ 
fined as all classes of mail except air 
mail and air parcel post and shall be 
dispatched on a space available basis 
from the respective airports not later 
than 36 hours after tender. Transpor¬ 
tation of nonpriority mail between air¬ 
port and post office is to be the respon¬ 
sibility of the Post Office Department at 
San Juan and of the carrier at St. 
Thomas and St. Croix. 

5. This order be served upon Carib¬ 
bean-Atlantic Airlines, Inc. and the 
Postmaster General. 

This order will be published in the 
Federal Register. 

By the Civil Aeronautics Board. 

[seal] Harold R. Sanderson, 
Secretary . 

[F.R. Doc. 63-2305; Filed, Mar. 4, 1963; 

8:50 a.m.] 


[Docket 13777, Agreement C.A.B. 16990, R-l; 

Order No. E-19330] 

SPECIFIC COMMODITY RATES 
Order Approving Agreement 

In the matter of an agreement adopted 
by Joint Conference 3-1 of the Inter¬ 
national Air Transport Association re¬ 
lating to specific commodity rates. 

Adopted by the Civil Aeronautics 
Board at its office in Washington, D.C., 
on the 28th day of February 1963. 

There has been filed with the Board, 
pursuant to section 412(a) of the Fed¬ 
eral Aviation Act of 1958 (the Act) and 
Part 261 of the Board’s Economic Regu¬ 
lations, an agreement between various 
air carriers, foreign air carriers, and 
other carriers embodied in the resolu¬ 
tions of Joint Conference 3-1 of the In¬ 
ternational Air Transport Association 
(IATA), and adopted pursuant to the 
provisions of Resolution 590— Commod¬ 
ity Rates Board. 

The agreement, adopted pursuant to 
unprotested notices to the carriers, 


1 In the event the carriage of nonpriority 
mail pursuant to this order is conducted for 
a period less than or greater than 365 days 
from the inauguration of aforesaid non¬ 
priority mail services, the amount of com¬ 
pensation shall be decreased by $240.41 for 
each day less than 365 days and increased 
by $240.41 for each day in excess of 365 days. 
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names an additional specific commodity 
rate, as follows: 

Item 0600—Meat including slaughtered 
poultry and game and parts thereof. 

Rate 80 cents per kilogram, minimum 
weight 500 kilograms, from Sidney to West 

Coast. 

The Board, acting pursuant to sections 
102, 204(a), and 412 of the Act, does not 
find the above-described agreement to be 
adverse to the public interest or in viola¬ 
tion of the Act, provided that approval 
thereof is conditioned as hereinafter 
ordered: 

Accordingly , it is ordered: 

1. That Agreement C.A.B. 16990, R-l, 
is approved, provided that such approval 
shall not constitute approval of the spe¬ 
cific commodity description contained 
therein for purposes of tariff publication. 

2. That any air carrier party to the 
agreement, or any interested person, 
may, within 15 days from the date of 
service of this order, submit statements 
in writing containing reasons deemed 
appropriate, together with supporting 
data, in support of or in opposition to 
the Board’s action herein. An original 
and nineteen copies of the statements 
should be filed with the Board’s Docket 
Section. The Board may, upon consid¬ 
eration of any such statements filed, 
modify or rescind its action herein by 
subsequent order. 

This order will be published in the 
Federal Register. 

By the Civil Aeronautics Board. 

[seal] Harold R. Sanderson, 

Secretary. 

[F.R. Doc. 63-2306; Filed, Mar. 4, 1963; 
8:50 a.m.] 

[Docket 14337; Order No. E-19326] 

NORTH CENTRAL AIRLINES, INC. 

Order To Show Cause 

In the matter of North Central Air¬ 
lines, Inc., “Use It or Lose It” Investiga¬ 
tion of Regina, Saskatchewan, Canada. 

Adopted by the Civil Aeronautics 
Board at its office in Washington, D.C. 
on the 27th day of February 1963. 

In the past three and one-half years 
the Board has made extensive awards to 
local service carriers subject to its “use 
it or lose it” policy. This policy con¬ 
templates an early reassessment of the 
traffic response to newly authorized 
services in order to determine whether 
sufficient use is being made of them to 
warrant their continuation. The Board 
specifically set a minimum standard of 
use which required that each city, 
whether certified on a temporary or an 
indefinite basis, originate an average of 
five passengers daily for the twelve 
months following the initial six months 
of service, and indicated that it would, 
m the absence of unusual or compelling 
circumstances, institute a formal in¬ 
vestigation to determine whether a city 
should lose its air service for lack of use 
in the event it does not meet the stand- 
ard. Further, the Board stated that it 
would similarly reassess the traffic re¬ 
sults on each route segment for the same 
twelve-month period. The minimum 


FEDERAL REGISTER 

standard in this regard required an 
average passenger load of seven pas¬ 
sengers per flight during the trial period, 
and provided that an inadequate traffic 
response on any segment would result 
in the institution of appropriate pro¬ 
ceedings to determine whether the sub¬ 
ject segment should be suspended or 
deleted. In addition, with respect to 
those segments experiencing average 
passenger loads ranging between five and 
seven passengers per flight, it was pro¬ 
vided that formal proceedings looking 
toward the termination of service would 
be instituted, except in those situations 
in which unusual or compelling circum¬ 
stances, such as extreme isolation or 
national defense, may dictate the con¬ 
trary (Seven States Area Investigation, 
28 CAB. 680, 755-757, Order El-13254, 
dated December 8,1958). 

By Order El-16280, served January 18, 
1961, the Board granted North Central 
Airlines, Ine. (North Central) a three- 
year certificate of public convenience 
and necessity for service between 
Regina, Saskatchewan, Canada, and 
Minot, North Dakota, over segment 1 of 
Route 86F. In so doing, the Board in¬ 
dicated that its “use it or lose it” stand¬ 
ards would apply, and that if the actual 
use made of the new service during the 
12-month trial period should fail to meet 
these standards, the service may be dis¬ 
continued, notwithstanding the three- 
year authorization. 1 

The Board’s records indicate that 
since inauguration of the service in ques¬ 
tion on May 1, 1961, Regina has orig¬ 
inated a daily average of 2.5 passengers 
(with little directional imbalance in the 
flow of traffic) for the 18-month period 
through October 31, 1962. 2 In this same 
period, North Central realized an 
average load of 2.5 passengers per flight 
(with little seasonal fluctuation in the 
flow of traffic) over the Regina-Minot 
segment with a 98.6 percent performance 
factor. 3 This traffic is substantially be¬ 
low the five originated passengers per 
day standard and the seven passengers 
per flight density standard set forth in 
the “use it or lose it” policy. 

In granting this route to North Cen¬ 
tral, the Board estimated that its break¬ 
even need would be approximately $48,- 
000 with a subsidy need of some $57,000. 4 * * 
However, for the year ended September 
30, 1962, the Board estimates that North 
Central’s total cost (breakeven need plus 
return on investment and tax allow¬ 
ance) for serving Regina was about 
$89,000." For the year beginning De¬ 
cember 1, 1962, it is estimated that the 
carrier’s cost will increase to $99,000 
based upon the carrier’s own estimate of 
increased contract costs and custom ex¬ 


1 The Board, by Order E-19027, Novem¬ 
ber 21, 1962, authorized North Central to 
temporarily suspend service at Regina until 
90 days after the final decision in the pro¬ 
ceeding instituted by this order. 

2 See Appendix A (filed as part of the 
original document). 

3 See Appendix B (filed as part of the 
original document). 

4 Order E-16280, served January 18, 1961, p. 

8 (mimeo). 

0 See Appendix C (filed as part of the 

original document). 
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penses for serving Minot-Regina.® Con¬ 
sidering the class rate subsidy to have 
been approximately $83,000 7 it can be 
seen that North Central incurred a net 
loss of approximately $6,000 in the year 
ended September 30, 1962. There are 
no indications that future carrier losses 
will be less. 8 

Based upon the foregoing, the Board 
tentatively finds and concludes that the 
public convenience and necessity require 
that the certificate of North Central for 
Route 86F should be amended in such a 
manner so as to delete Regina, Sas¬ 
katchewan, Canada, therefrom. Fur¬ 
thermore, we tentatively find that there 
are no unusual or compelling circum¬ 
stances, such as extreme isolation or na¬ 
tional defense, which would preclude the 
action taken herein. 

Accordingly, it is ordered: 

1. That all interested persons are di¬ 
rected to show cause why the Board 
should not issue an order making final 
the tentative findings and conclusions 
stated herein and issue to North Cen¬ 
tral Airlines, Inc. an amended certificate 
for route 86F deleting Regina, Sas¬ 
katchewan, Canada, therefrom; 

2. That any interested person having 
objection to the issuance of an order 
making final the findings and conclu¬ 
sions stated herein, and to the issuance 
of an amended certificate to North Cen¬ 
tral deleting Regina, Saskatchewan, 
Canada, therefrom shall, within 15 days 
from the date of service of this order, 
file with the Board written notice of 
objections; 9 

3. That if timely objections are filed, 
the matters or issues raised thereby will 
be afforded consideration before further 
action is taken by the Board; 

4. That if no timely objections are 
filed, further procedural steps shall be 
deemed waived and the matter will be 
submitted to the Board for decision 
thereon and the Board’s decision shall 
be submitted to the President of the 
United States; 

5. That copies of this order be served 
upon the following persons: North Cen¬ 
tral Airlines, Inc.; the City of Regina, 
Saskatchewan, Canada; the City of 
Minot, North Dakota; the Governor of 
North Dakota; the North Dakota Aero¬ 
nautics Commisison; and the State of 
Minnesota Department of Aeronautics; 
and 

6. That this order shall be published 
in the Federal Register. 

By the Civil Aeronautics Board. 

[seal] Harold R. Sanderson, 

Secretary. 

[F.R. Doc. 63-2307; Filed, Mar. 4, 1963; 

8:51 a.m.] 


6 See Appendix D to North Central’s ap¬ 
plication in Docket 14116. 

^ See Appendix D (filed as part of the 
original document). 

8 We cannot at this time predict with cer¬ 
tainty the effect of the proposed new subsidy 
class rate (Order E-19118, December 20, 1962) 
on resumed Minot-Regina service, but indi¬ 
cations are that subsidy costs would increase. 

9 Since an ample opportunity to object or 
comment regarding the scope and the issues 
of this proceeding is provided for herein, a 
petition for reconsideration of this order 
would be cumulative and will not be enter¬ 
tained. 
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NOTICES 


FEDERAL MARITIME COMMISSION 

WM. H. MULLER SHIPPING CORP. 

ET AL. 

Notice of Agreements Filed for 
Approval 

Notice is hereby given that the follow¬ 
ing three agreements have been filed with 
the Federal Maritime Commission for 
approval pursuant to section 15 of the 
Shipping Act, 1916, as amended. All the 
parties involved are independent ocean 
freight forwarders as defined in section 
44 of that Act. 

Wm. H. Muller Shipping Corporation 
of New York is party to each agreement, 
whose terms are identical. The other 
parties are: 


Other Party and City No. 

Guy B. Barnham Co., Los Angeles_ 9085 

T. J. Hanson, Inc., Beaumont_ 9113 

John A. Merrit & Co., Pensacola_ 9139 


The agreements are cooperative work¬ 
ing arrangements under which the par¬ 
ties may perform freight forwarding 
services for each other, dividing forward¬ 
ing fees and ocean freight brokerage as 
agreed after negotiation on each trans¬ 
action. 

Interested persons may inspect these 
agreements and obtain copies thereof at 
the Bureau of Domestic Regulations, 
Federal Maritime Commission, Washing¬ 
ton, D.C., or at the Commission’s field 
offices at: 

45 Broadway 
New York 4, N.Y. 

Room 333, Federal Office Building, South 
600 South Street 
New Orleans 12, La. 

Mail Address: P.O. Box 30550, Lafayette Sta¬ 
tion 

New Orleans 30, La. 

180 New Montgomery Street 
San Francisco, Calif. 

They may submit to the Secretary, Fed¬ 
eral Maritime Commission, Washington, 
D.C. within twenty days after publication 
of this notice in the Federal Register, 
written statements with reference to the 
agreements and their approval, disap¬ 
proval, or modification, together with re¬ 
quest for hearing should such hearing be 
desired. 

By order of the Federal Maritime 
Commission. 

Thomas Lisi, 
Secretary . 

February 27, 1963. 

[F.R. Doc. 63-2294; Filed, Mar. 4, 1963; 
8:48 a.m.] 


KULUKUNDIS LINES, LTD., ET AL. 

Notice of Filing of Agreement 

Notice is hereby given that the follow¬ 
ing described agreement has been filed 
with the Commission for approval pur¬ 
suant to section 15 of the Shipping Act, 
1916 (39 Stat. 733; 75 Stat. 763; 46 U.S.C. 
814): 

Agreement 8910-1, between Kulukun- 
dis Lines, Ltd., of Monrovia, Liberia, 


Jayanti Shipping Company (Private) 
Ltd., of New Delhi, India and Kulukun- 
dis Maritime Industries, Inc. of New 
York, New York, parties to Agreement 
8910, as amended, modifies the area cov¬ 
ered by the basic agreement in which 
they operate. The agreement as thus 
modified covers the establishment and 
maintenance by the parties of the spac¬ 
ing of sailings under their own name in 
trades between U.S. Great Lakes, Atlan¬ 
tic Coast and Gulf of Mexico ports of 
the United States, Mexico, Mediterra¬ 
nean Sea ports. Red Sea ports, Gulf of 
Aden, and ports on the East Coast of 
Africa, Saudi Arabia, Pakistan, ports of 
the Persian Gulf, Iran, Iraq, Kuwait, 
Bahrein, Trucial Coast Sheikdoms, Neu¬ 
tral Zones of Arabia, Qatar, Burma, 
Ceylon and India, both eastbound and 
westbound. Provision is also made by 
the parties that their operations in those 
trades shall not include transportation 
within the purview of the Coastwise 
Laws of the United States. 

Interested parties may inspect this 
agreement and obtain copies thereof at 
the Bureau of Foreign Regulation, Fed¬ 
eral Maritime Commission, Washington, 
D.C., or may inspect a copy at the offices 
of the District Managers of the Commis¬ 
sion in New York, N.Y., New Orleans, La., 
and San Francisco, Calif., and may sub¬ 
mit to the Secretary, Federal Maritime 
Commission, Washington 25, D.C., within 
20 days after publication of this notice 
in the Federal Register, written state¬ 
ments with reference to the agreement 
and their position as to approval, disap¬ 
proval, or modification, together with re¬ 
quest for hearing should such hearing be 
desired. 

Dated: February 27, 1963. 

By order of the Federal Maritime 
Commission. 

Thomas Lisi, 
Secretary . 

[F.R. Doc. 63-2295; Filed, Mar. 4, 1963; 

8:49 a.m.] 


FEDERAL RESERVE SYSTEM 

THE COMMERCIAL AND SAVINGS 
BANK OF ST. CLAIR 

Order Approving Consolidation of 
Banks 

In the matter of the application of The 
Commercial and Savings Bank of St. 
Clair for approval of consolidation with 
The Citizens State Bank of Emmett. 

There has come before the Board of 
Governors, pursuant to the Bank Merger 
Act of 1960 (12 U.S.C. 1828(c)), an ap¬ 
plication by The Commercial and Sav¬ 
ings Bank of St. Clair, St. Clair, Michi¬ 
gan, a State-chartered member bank of 
the Federal Reserve System, for the 
Board’s prior approval of the consolida¬ 
tion of that bank and The Citizens State 
Bank of Emmett, Emmett, Michigan, 
under the charter of the former and with 
the title of The Commercial and Sav¬ 
ings Bank of St. Clair County. As an 


incident to the consolidation, the sole 
office of The Citizens State Bank of 
Emmett would be operated as a branch 
of The Commercial and Savings Bank 
of St. Clair County. Notice of the pro¬ 
posed consolidation, in form approved 
by the Board, has been published pur¬ 
suant to said Act. 

Upon consideration of all relevant ma¬ 
terial in the light of the factors set forth 
in said Act, including reports furnished 
by the Comptroller of the Currency, the 
Federal Deposit Insurance Corporation, 
and the Department of Justice on the 
competitive factors involved in the pro¬ 
posed consolidation. 

It is hereby ordered , For the reasons 
set forth in the Board’s Statement 1 of 
this date, that said application be and 
hereby is approved, provided that said 
consolidation shall not be consummated 
(a) within seven calendar days after the 
date of this Order or (b) later than 
three months after said date. 

Dated at Washington, D.C., this 27th 
day of February 1963. 

By order of the Board of Governors. 2 

[seal] Merritt Sherman, 

Secretary. 

[F.R. Doc. 63-2275; Filed, Mar. 4, 1963; 

8:46 a.m.] 

SECURITIES AND EXCHANGE 
COMMISSION 

[File No. 70-4080] 

CENTRAL AND SOUTH WEST CORP. 

AND PUBLIC SERVICE COMPANY 

OF OKLAHOMA 

Notice of Proposed Intrasystem Is¬ 
suances, Sales and Acquisitions of 

Short-Term Notes 

February 27, 1963. 

Notice is hereby given that Central 
and South West Corporation (“Cen¬ 
tral”), 902 Market Street, Wilmington 
99, Delaware, a registered holding com¬ 
pany, and one of its electric utility sub¬ 
sidiary companies, Public Service Com¬ 
pany of Oklahoma (“Public Service”), 
600 Main Street, Tulsa 21, Oklahoma, 
have filed a joint application-declaration 
and amendments thereto, pursuant to 
the Public Utility Holding Company Act 
of 1935 (“Act”), designating sections 6, 
7, 9, 10, 12(b), and 12(f) of the Act and 
Rules 43, 45, and 50(a) (3) thereunder as 
applicable to the proposed transactions. 
All interested persons are referred to 
the joint application-declaration, as 
amended, on file at the office of the 
Commission, for a statement of the 


1 Filed as part of the original document. 
Copies available upon request to the Board 
of Governors of the Federal Reserve System, 
Washington 25, D.C., or to the Federal Re¬ 
serve Bank of Chicago. 

2 Voting for this action: Chairman Martin, 
and Governors Balderston, Robertson, Shep- 
ardson, and Mitchell. Absent and not 
voting: Governors Mills and KiFg. 
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transactions therein proposed, which 
are summarized as follows: 

Central has heretofore obtained au¬ 
thority to lend $7,500,000 to three sub¬ 
sidiary companies and, upon repayments 
thereof, relend to such subsidiaries up to 
an aggregate of $13,000,000, provided the 
notes evidencing such lendings shall not 
exceed $7,500,000 to be outstanding at 
any one time (Holding Company Act Re¬ 
lease No. 14768). 

Central now proposes to lend a por¬ 
tion of the above $7,500,000 to a fourth 
subsidiary company, Public Service, un¬ 
der the terms, conditions and limitations 
applicable to the above loans. Accord¬ 
ingly, Public Service proposes to issue 
and sell, and Central proposes to acquire, 
from time to time during the year 1963, 
not in excess of $3,500,000 face amount 
of unsecured promissory notes. The 
notes are to be issued i£ varying 
amounts, are to be dated as of the date 
of their issuance, are to bear interest 
at a rate not greater than 3 percent per 
annum, are to mature on December 31, 
1963, and may be prepaid at any time 
without premium or penalty. 

The proceeds of the notes are to be 
used by Public Service to finance, in 
part, its construction program for 1963, 
estimated to aggregate $15,512,000. 

It is represented that no Federal com¬ 
mission, other than this Commission, 
and no State commission, has jurisdic¬ 
tion over the proposed transactions. 

Notice is further given that any in¬ 
terested person may, not later than 
March 18, 1963, request this Commission 
in writing that a hearing be held in re¬ 
spect of such matters, stating the nature 
of his interest, the reasons for the re¬ 
quest, and the issues of fact or law, raised 
by the joint application-declaration, as 
amended, which he desires to controvert; 
or he may request that he be notified if 
the Commission should order a hearing 
thereon. Any such request should be 
addressed: Secretary, Securities and 
Exchange Commission, Washington 25, 
D.C. A copy of the request should be 
served personally or by mail (air mail 
if the person being served is located more 
than 500 miles from the point of mail¬ 
ing) upon the applicants-declarants at 
the above-stated addresses, and proof of 
service (by affidavit, or in the case of 
an attorney at law, by certificate) filed 
or dispatched contemporaneously with 
the request. At any time after said date 
the amended joint application-declara¬ 
tion as filed or as it may be further 
amended, may be granted and permitted 
to become effective as provided in Rule 
23 of the rules and regulations promul¬ 
gated under the Act; or the Commission 
may grant exemption from its rules as 
Provided in Rules 20(a) and 100 thereof, 
or take such other action as it may deem 
appropriate. 

By the Commission. 

[seal] Orval L. DuBois, 

Secretary. 

[PR. Doc. 63-2282; Filed, Mar. 4, 1963; 

8:47 a.m.] 

No. 44-10 


[File No. 70-4114] 

NEW ENGLAND ELECTRIC SYSTEM 

Notice of Proposed Amendment of 
Agreement and Declaration of 
Trust 

February 27,1963. 

Notice is hereby given that New Eng¬ 
land Electric System (“NEES”), 441 
Stuart Street, Boston 16, Massachusetts, 
a registered holding company, has filed 
a declaration with this Commission pur¬ 
suant to the Public Utility Holding 
Company Act of 1935 (“Act”), desig¬ 
nating sections 6(a), 7, and 12(e) of the 
Act and Rule 62 promulgated thereunder 
as applicable to the proposed transac¬ 
tions. All interested persons are referred 
to the declaration, on file at the office 
of the Commission, for a statement of 
the transactions therein proposed which 
are summarized below. 

NEES proposes to amend its Agree¬ 
ment and Declaration of Trust so as to 
increase the number of its authorized 
common shares, $1.00 par value per 
share, from 15,000,000 to 20,000,000. 
NEES presently has outstanding 13,964- 
576 shares. It is stated that the pur¬ 
pose of such increase is to enable NEES 
to obtain, as needed from time to time, 
additional funds for the construction 
programs of subsidiary companies and to 
provide authorized common shares for 
other corporate purposes. The issuance 
and sale of said shares will require prior 
authorization by the appropriate regu¬ 
latory commissions. 

The proposed increase in the number 
of authorized shares and the amendment 
of the Agreement and Declaration of 
Trust will require an affirmative vote of 
a majority of the shares present or rep¬ 
resented at the annual meeting of share¬ 
holders of NEES which is to be held on 
April 23, 1963. NEES proposes to solicit 
proxies from its shareholders to obtain 
a favorable vote. A copy of the pro¬ 
posed solicitation material and form of 
proxy is to be filed by amendment to the 
declaration. 

The declaration states that there are 
no fees or commissions to be paid in 
connection with the proposed transac¬ 
tions. Expenses to be incurred by NEES 
in connection with the 1963 annual 
meeting are estimated as follows: 

Services of Old Colony Trust Co., 

Transfer Agent for NEES common 
shares, in connection with ad¬ 
dressing, enclosing, and mailing 
proxy solicitation material, for 
tabulating proxies and attendance 
at meeting, and for reimbursement 
of expenses, including costs of 
proxies, envelopes, and postage._ $32,000 


George H. Dean Co., printers, for 
printing certain proxy solicita¬ 
tion material_ 3, 000 

Estimated reimbursement of nomi¬ 
nees for forwarding proxy solici¬ 
tation material to beneficial 

owners_ 8, 000 

Services of New England Power 
Service Co., an affiliated service 
company (at cost)_ 5,000 


Total... 48,000 


It is further stated that no State and 
no Federal commission, other than this 
Commission, has jurisdiction over the 
proposed transactions. 

Notice is further given that any inter¬ 
ested person may, not later than 
March 18, 1963, request in writing that a 
hearing be held on such matter, stating 
the nature of his interest, the reasons 
for such request, and the issues of fact 
or law raised by said declaration which 
he desires to controvert; or he may 
request that he be notified if the Com¬ 
mission should order a hearing thereon. 
Any such request should be addressed: 
Secretary, Securities and Exchange 
Commission, Washington 25, D.C. A 
copy of such request should be served 
personally or by mail (air mail if the 
person being served is located more than 
500 miles from the point of mailing) 
upon declarant at the above-stated 
address, and proof of service (by affidavit 
or, in case of an attorney at law, by cer¬ 
tificate) should be filed contempora¬ 
neously with the request. At any time 
after said date, the declaration, as filed 
or as amended, may be permitted to 
become effective as provided in Rule 23 
of the general rules and regulations pro¬ 
mulgated under the Act, or the Commis¬ 
sion may grant exemption from such 
rules as provided in Rules 20(a) or 100 
thereof or take such other action as it 
may deem appropriate. 

By the Commission. 

[seal] Orval L. DuBois, 

Secretary. 

[F.R. Doc. 63-2283; Filed, Mar. 4, 1963; 

8:47 a.m.] 

NATIONAL SCIENCE 
FOUNDATION 

Office of the Director 
DR. FRANK K. EDMONDSON 

Notice of Authorization of Appearance 
Before the Foundation 

I hereby certify that, because of the 
outstanding scientific qualifications of 
Dr. Frank K. Edmondson, President of 
the Association of Universities for Re¬ 
search In Astronomy, Inc., and a former 
employee of the National Science Foun¬ 
dation, the national interest will be 
served by Dr. Edmondson’s acting as 
agent for the Association of Universities 
for Research In Astronomy, Inc., and by 
his appearing from time to time per¬ 
sonally before the National Science 
Foundation, in connection with the con¬ 
tract between the Foundation and the 
Association of Universities for Research 
In Astronomy, Inc., relating to the oper¬ 
ation of astronomical observatories and 
to other matters. 

Issued: February 26, 1963. 

Alan T. Waterman, 

Director. 

[F.R. Doc. 63-2280; Filed, Mar. 4, 1963; 

8:47 a.m.] 











2156 


NOTICES 


INTERSTATE COMMERCE 
COMMISSION 

[Rev. S.O. 562, Taylor’s I.C.C. Order No. 

153—A] 

SOUTHERN PACIFIC CO. 
Rerouting of Traffic, Order Vacated 

Upon further consideration of Taylor’s 
I.C.C. Order No. 153 and good cause ap¬ 
pearing therefor: 

It is ordered, That: 

(a) Taylor’s I.C.C. Order No. 153, be, 
and it is hereby vacated and set aside. 

(b) Effective date: This order shall 
become effective at 9:00 a.m., Febru¬ 
ary 27, 1963. 

It is further ordered, That this order 
shall be served upon the Association of 
American Railroads, Car Service Divi¬ 
sion, as agent of all railroads subscribing 
to the car service and per diem agree¬ 
ment under the terms of that agreement 
and by filing it with the Director, Office 
of the Federal Register. 

Issued at Washington, D.C., Febru¬ 
ary 27, 1963. 

Interstate Commerce 
Commission, 

[seal] Charles W. Taylor, 

Agent. 

[F.R. Doc. 63-2290; Filed, Mar. 4, 1963; 

8:48 a.m.] 


FOURTH SECTION APPLICATION 
FOR RELIEF 

February 28, 1963. 

Protests to the granting of an appli¬ 
cation must be prepared in accordance 
with Rule 1.40 of the general rules of 
practice (49 CFR 1.40) and filed within 
15 days from the date of publication of 
this notice in the Federal Register. 

Long-and-Short Haul 

FSA No. 38187: Rock salt from points 
in Louisiana to Louisville, Ky. Filed by 
Southwestern Freight Bureau, Agent 
(No. B-8351), for interested rail carriers. 
Rates on rock salt, loose, in bulk, in car¬ 
loads, from Avery Island, Jefferson 
Island, Weeks, and Winnfield, La., to 
Louisville, Ky. 

Grounds for relief: Market competi¬ 
tion. 


Tariff: Supplement 14 to Southwestern 
Freight Bureau tariff I.C.C. 4411. 

By the Commission. 

[seal] Harold D. McCoy, 

Secretary. 

[F.R. Doc. 63-2291; Filed, Mar. 4, 1963; 
8:48 a.m.] 


[Notice 762] 

MOTOR CARRIER TRANSFER 
PROCEEDINGS 

February 28,1963. 

Synopses of orders entered pursuant 
to section 212(b) of the Interstate Com¬ 
merce Act, and rules and regulations 
prescribed thereunder (49 CFR Part 
179), appear below: 

As provided in the Commission’s gen¬ 
eral rules .of practice any interested 
person may file a petition seeking re¬ 
consideration of the following num¬ 
bered proceedings within 30 days from 
the date of service of the order. Pur¬ 
suant to section 17(8) of the Interstate 
Commerce Act, the filing of such a peti¬ 
tion will postpone the effective date of 
the order in that proceeding pending its 
disposition. The matters relied upon by 
petitioners must be specified in their pe¬ 
titions with particularity. 

No. MC-FC 64977. By Order of Feb¬ 
ruary 26, 1963, The Commission Division 
3, acting as an Appellate Division, ap¬ 
proved the transfer to Southern Mas¬ 
sachusetts Bus Lines, Inc., New Bedford, 
Mass., of the operating rights in Cer¬ 
tificate No. MC 119941, issued November 
29, 1960, to Coulter Bus Line, Inc., South 
Yarmouth, Mass., authorizing the trans¬ 
portation, over regular routes, of pas¬ 
senger s and their baggage, and express, 
mail, and newspapers in the same vehicle 
with passengers, and baggage of pas¬ 
sengers in a separate vehicle, between 
Hyannis, Mass., and Chatham, Mass., 
over Massachusetts Highway 28, serving 
all intermediate points. Mary E. Kelley, 
10 Tremont Street, Boston, Mass., trans¬ 
feree’s attorney. Marshall M. Dranetz, 
349 Main Street, Hyannis, Mass., trans¬ 
feror’s attorney. 

[seal] Harold D. McCoy, 

Secretary. 

[F.R. Doc. 63-2293; Filed, Mar. 4, 1963; 

8:48 a.m.] 
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